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ABSTRACT

This research exam nes the use of the Covernnent-w de
credit card program SmartPay, at the U S Arny’'s
Conmuni cations Electronics Command (CECOV), Fort Monnouth,
New Jersey. The primary intent is to establish whether the
program has attained the objectives established by
regul atory gui dance. It identifies t he basi c
processes/ procedures with use of the card and eval uates how
CECOM and tenant activities have enbraced this acquisition
reforminitiative. This thesis identifies the benefits and
any drawbacks that cardhol ders and Approving Oficials have
encountered while using the card. The conclusions based on
this research are that credit card inplenmentation at Fort
Monnmout h has been successful and is an effective nethod of
decentralizing acquisition. Research results confirm that
while there is an apparent need for followup training, the
managenment controls are in place and effective to prevent
m suse and/or abuse of the credit card. Finally,
reconmendati ons include devel opnent of a follow-up training
program for all cardhol ders, increasing usage of credit
card as a paynent vehicle on established contracts,
desi gnating a chanpion for the program and re-examning the
need for <credit card purchases to be entered into the

Mat erial Acquisition Processing System
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. 1 NTRODUCTI ON

A. BACKGROUND

The GCeneral Services Admnistration’s (GSA) Smart Pay
Credit Card (fornmerly known as the International Merchant
Pur chase Aut hori zati on Card [ 1 MPAC]) provi des an
al ternative means for agencies of the Federal Governnent to
effect small purchases or to nmake paynents on awarded
contracts. The card, nore conmonly referred to as the
Governnment VISA Card, was established by GSA to enable
agencies to obtain low dollar valued itens using a credit
card instead of utilizing the cunbersone traditional paper-
| addened nethods, such as Inprest Funds, Purchase Oders
(DD Form 1155) and Bl anket Purchase Agreenents (BPAs).

In Fiscal Year (FY) 1990, the Departnent of the Arny
| aunched the credit card program to inprove the small
purchase process. The U S. Armmy  Conmuni cati ons
El ectronics Conmand (CECOM), a subordinate conmand w thin
the Arny Materiel Command (AMO), i mpl enented their
interpretation of the program in FY9l. Use of the card
within the Departnent of Defense (DoD), Departnent of the
Armmy, AMC and CECOM has expanded since inception, yet there
are still sonme activities within the CECOM conmunity who do

not participate or limt their participation.

This thesis evaluates the effectiveness and efficiency
of the credit card program at CECOM in neeting the Arny’s
goals for its use. Additionally, the research highlights
any inprovenents needed within the CECOM comunity for
maxi mum i npl enent ati on of this acqui sition reform
initiative. The research offers the CECOM Acquisition



Center | eadership the opportunity to evaluate the
effectiveness of the credit card program Analysis of the
surveys provided valuable information about cardhol ders’,
Approving Oficials’ and Industries’ inpressions of the
program inplemented at CECOM and possible inprovenents.
Finally, the research assisted in determning whether
sufficient internal managenent controls are in place to
di scourage abuse of this acquisition reforminitiative.
B. RESEARCH QUESTI ONS
1. Primary Research Question
VWhat is the U S. Arny Communi cations El ectronics
Command’s (CECOM) experience with the SmartPay
Program (formerly known as the International
Merchant  Purchase Authorization Card [ MPAC]
Program) and how mght this information be used

to inprove program efficiency, effectiveness and
utilization rates?

2. Subsi di ary Research Questions

What pronpted the Departnent of Defense (DoD) to
inmplenment the «credit card program and what
obj ectives does DoD hope to achieve with this
acquisition reforminitiative?

What are the various DoD and U. S. Arny policies,
regul ations and processes with respect to the
Smart Pay Program and how does CECOM manage their
credit card progranf

What are the current challenges and issues
associ ated with Smart Pay usage and participation?

VWhat S CECOM s and associ at ed I ndustry
participants’ experience with the credit card
progr anf?

How do CECOM and associ ated industry participants
assess attainnent of respective goals under
CECOM s credit card progranf?

What changes are needed to inprove SnartPay
Program efficiency, effectiveness and utilization
rates at CECOW?



C. SCOPE AND METHODOLOGY OF THE THESI S

This thesis assesses policy fromthe DoD | evel down to
a subordinate command (CECOV) regarding the inplenentation
and use of the credit card. The anal ysis focuses on the
program instituted at CECOM wth regard to its own
activities as well as all other Departnment of the Arny
tenant activities located on the installation at Fort
Monnmout h, New Jersey. The decision to inplenent the
program and the managenent policies and internal controls
were exam ned. The thesis focuses on the decentralized use
of the credit card by designated authorized users outside
the actual contracting profession for purchases under the
$2,500.00 micro-purchase threshold and the use of the
credit card for any action in excess of $2,500.00 by those
contracting professionals wthin the CECOM Acquisition
Center.

To acconplish the necessary research for this thesis,
several nethods were used. The initial phase involved a
thorough review of existing Iliterature concerning the
credit card program Governnent regulations, i.e., the
Federal Acquisition Regulation (FAR) and its supplenents,
the Defense Federal Acquisition Regulation Supplenent
(DFARS) and the Arny Federal Acqui sition Regul ation
Suppl enent  (AFARS) were reviewed. Addi ti onal docunents
reviewed included Ceneral Accounting Ofice (GAO reports,
theses from Naval Postgraduate School and other |earning
facilities, reports posted to the Departnent of Defense
Credit Card Program Wb Site, and Ceneral Servi ces
Adm ni stration (GSA) publications relevant to the Program
The researcher reviewed nmgazine articles and other

m scel | aneous publications regarding users’  experiences
3



with this new reform initiative. This literature review
was conducted to provide a brief history of the credit card
program and to provide the researcher an understandi ng of

the credit card progranmis inplenentation and usage wthin
t he Federal Governnent.

In the next phase of the research, interviews and
i nformal discussions were conducted. The Activity Program
Coordi nators (APCs) for the credit card program | ocated
within the CECOM Acquisition Center were interviewed to
| earn about the inplenmentation of the program at CECOM
Headquarters and to ascertain what Jlocal policies and
procedures were in place for the conduct of the program
Contr act Speci al i sts, Pur chasi ng Agent s, and t he
Contracting Oficers responsible for the mpjority of the
actions subject to use of the credit card within the ECOM
Acqui sition Center were interviewed to ascertain the extent
of their wuse of the credit card. Each was queried

regardi ng reconmendati ons for the programw t hin CECOM

The next phase involved extracting data from CECOM s
report databases. Miltiple databases exist within CECOM to
provide information to determne the inpact of the credit
card on the Acquisition Center’s workload and how the
procurenent admnistrative lead-tine was affected. Any
changes in workload resulting from inplenentation of the
program were examned and recomendations to inprove
program efficiency were nade. Data from Fiscal Years (FY)
1991 through 2000 were exani ned.

In addition to exam ning the databases, the researcher
exam ned the netrics used for reporting the usage of the
credit card at CECOM



During the final phase, surveys were developed to
enabl e cardhol ders, Approving Oficials and industry
counterparts to conment on the credit card program as

i npl enented wi thin DoD and, nore specifically, CECOM

A three-part cardholder survey assessed training
obtained as a result of their being approved as a
cardhol der, asked about card utilization in their office
and asked cardhol ders’ assessnent of the program at CECOM
Part one was designed to ascertain the extent of the
training program offered at CECOM for this Program both
initially and follow up. Part two asked cardhol ders about
their experiences with vendors and sought information on
how much time they spend a nonth performng credit card
functions. The third portion afforded cardholders the
opportunity to assess the program and offer any
recommendations they my have for inprovenent to the

process. A copy of the survey is provided as Attachnment A

The survey issued to Approving Oficials consisted of
two parts. Part one was designed to obtain information on
the training program developed for this designated
of ficial. Part two afforded the Approving Oficials the
opportunity to assess the program and offer any
recormmendations for inprovenment to the process/program A

copy of the survey is provided as Attachnent B.

A listing of all approved cardhol ders and designated
Approving Oficials was obtained from the CECOM Activity

Program  Coordi nators (APCs) . The surveys wer e
el ectronically dissen nated. Responses were received in
the same manner from each respondent. Unfortunately, this

met hod of distribution and response did not allow for

5



autonony of the respondent, but each was assured in the
preanbl e instructions to the survey that responses woul d be

kept confidential.

A third survey was issued to industry. The intent of
this survey was to ascertain industry’s perspective on the
Governnent’s usage of the credit card. These surveys were
mai | ed to conpani es who have received awards placed through
the Acquisition Center’s Base Operations Teans during the
past two Fiscal Years. In addition, conpany nanes and
addresses were obtained from several Contract Specialists
within the Base Operations area who had recently devel oped
solicitation mailing lists for year-end buys. A third set
of names and e-nmi|l addresses was obtained fromthe systens
automati on team who nmaintain a running roster of conpanies
registering to participate in reverse auctions over CECOM s
web page. These conpanies were chosen because the
i npl ementation of the credit card program would have had
t he biggest inpact on business with these firns because of
the variety and types of supplies/services being purchased.
These teans award all information technology requirenments
for CECOM and the resident activities as well as all other
base operating type efforts. A copy of the survey is

provi ded as Attachnent C.

After all the survey data were collected, each
guestion was anal yzed. The analysis of the surveys, as
well as all the other data collected, is presented in

Chapter 1V. Each question with its associ ated response and
the results of database reviews wll provide managenent
within the Acquisition Center addi ti onal tools to
adm ni ster the CECOM credit card program



D. ASSUMPTI ONS AND LI M TATI ONS

Fam liarity with the Federal acquisition process by
the reader is assuned. Specifically, the reader is assuned
to be learned in sinplified acquisition procedures as set
forth in the Federal Acquisition Regulation (FAR) and its
suppl ements as wel |l as be famliar wth Arnmy and

acqui sition term nol ogy.

The primary focus of this study is on the Requiring
Activities at Fort Mnnouth, whether CECOM or not, and the
two Base Operations teans within the CECOM Acquisition
Center who represent the I|argest population inpacted by
i npl enentation of the credit card program at CECOM  These
teanms, by virtue of what they buy, are benefiting the nost
wWth respect to conpliance to commercial practices and
buying conmerci al items (100% of what they buy is

considered to be commercial in nature).

To assess the inpact of the credit card programon the
sinplified acquisition workload wthin the contracting
office, an assunption was nmade that a purchase by a
cardhol der equates to a Purchase Request (PR) that the
contracting office would have received if not for the
ability of the wuser activity to purchase the item

t henmsel ves.

This study is limted to only appropriated funds
pur chases. Non- appropriated funds (NAF) use of the credit
card was specifically excluded from this research. The
Contracting Ofice supporting the NAF elenent at Fort
Monnmouth is located in Washington, D. C. and is not part of
CECOM Therefore, any results derived from study of that
el ement woul d not inpact CECOM s adaptation of this reform

7



initiative nor would any recommendations for change or
i nprovenent be wthin the chain of command of this

resear cher.

This research addresses only one-third of t he
functional wusage of the Governnment credit card - the
purchase and paynent utility. It does not cover usage of
the Governnent credit card for travel purposes or for fue
usage. Separate offices within the conmand are responsible
for the admnistration and oversight of the card s usage
for these two utilities.

E. ORGANI ZATI ON OF THE THESI S

Chapter | defines the purpose, scope and nethodol ogy
as well as assunptions and limtations mnade. Chapter 11
provi des an overview of the Governnent Credit Card Program
detailing how it started, outlines program issues and
chal l enges, details the regulations and policies governing
the program and discusses the processes and controls for
use of the card as both a purchase vehicle and a paynent
vehi cl e. Chapter |11 presents the data derived from this
research effort. The initial part provides the results of
the database reviews and explains the basis of netrics
reporting on the program It also presents the responses
to interviews, informal discussions and surveys sent to
both Governnent (cardholders and Approving Oficials) and
i ndustry. Chapter IV provides the analysis of all data and
its interpretation. Chapter V offers concl usions,
recomendati ons, answers to research questions and suggests
areas for further research. Recommendations will also be
made to the Director, CECOM Acquisition Center regarding
i mproving the existing credit card program



1. OVERVIEW OF THE GOVERNMENT CREDI T CARD PROGRAM

Par t of a contracting professional’s day-to-day
routi ne involves purchasing a variety of supplies, services
and m scel | aneous goods. Depending on the area in which
this professional is assigned, those purchases nay range
fromvery low dollar itens to nmulti-mllion dollar weapons
syst ens. Maj or systens acquisitions contribute to the
|argest dollar volune of the Departnent of Defense’s
(DoD s) business base while acquiring snmall dollar valued
itens represents a significant volume of actions to satisfy

t he needs of every agency.

Vehi cl es available for those small dollar valued itens
i nclude Purchase Orders (DD Form 1155), Blanket Purchase
Agreenents (BPAs), and in very limted exceptions, |nprest
Funds. In March 1996, the Under Secretary of Defense
announced the elimnation of inprest funds except when
aut hori zed for contingency operations and for exceptiona
circunstances (not defined in guidance). [REF 1] Wth any
type of contractual action, the paperwork required to
effect the action sonetimes beconmes overwhelning and is too
time consumng to be cost effective. Additionally, bidding

on sone of the smaller dollar actions is not financially

feasi ble for the vendor. Any purchase by the contracting
pr of essi onal requires, at a mninum a requirenents
docunent and a certified funding docunent. For a snal

dollar item the time and |abor expended producing those
docunents attributes nore to the sale than the cost of the
item itself. Many vendors refuse to sell to the Federal

GCovernnment because of the tinme it takes to receive their



paynent for goods or services when having to provide the
item service, submt an invoice for paynent to the Defense
Fi nance and Accounting Service and then, in sonme instances,
wait for nonths to receive paynent. The tinme delays
created by the Governnment red-tape bureaucracy inpose real-
time financial hardships on small business owners, who
cannot effectively operate with their working capital tied

up for any extended peri od.

Credit <card program inplenentation elimnated many
barriers for both the Governnent and industry. Paper wor k
requi renents are practically non-existent and conpani es now
know that within three days of Governnment receipt of an
item they will be paid by the bank sponsoring the credit
card program This program opened doors to Governnent
purchasing for many smal |l busi nesses.

A HOW THE PROGRAM STARTED

The Federal Governnent adopted the concept of purchase
cards on March 17, 1982 when President Reagan signed
Executi ve Order 12352, which addressed Federal procurenent
ref ormns. Section 1 of this Executive Order addressed the
need to make procurenent nore effective in supporting
m ssi on acconplishment and mandated that heads of executive
agencies in the business of buying goods and services from
the private sector take steps to that end. The primry
objective was to establish progr ans t hat reduced
adm nistrative costs and other burdens inposed on the
Federal Governnent procurenent function and the private
sector. This entailed elimnating unnecessary paperwork
and regul ations, reducing reporting requirenents and
revanping solicitation provisions and contract clauses.
One challenge in this Executive Oder was for Federal

10



Agencies to establish progranms to sinplify small purchases,
to mnimze paperwork burdens inposed on private sector,
and to establish adm nistrative procedures to ensure that
contractors/vendors, especially small businesses, receive
timely paynment. [REF 2]

Thr oughout nmuch of the 1980s no inprovenents were
forthcom ng. The acquisition process continued to be
pl agued with reports of fraud, waste and abuse. The rules
and regulations continued to pile up with no dedicated
regime to actually recommend or put into place any
significant change nmechani sns. As a result, in July 1985,
the President commi ssioned a panel to conduct a defense
managenment study of the procurenment system as well as other
i ssues confronting the Federal Governnent. He chall enged
the Blue Ri bbon Comm ssion on Defense Managenent (commonly
referred to as the Packard Conm ssion) to streanmline the

entire acquisition system [REF 3]

In June 1986, the Conmi ssion released its findings in
a report titled, A Quest for Excellence: Final Report to

t he President. The Comm ssion believed the Departnent of

Defense’s (DoD) acquisition system needed radical reform
and offered 55 recommendations to the President. Ni ne of

those recommendations were directly attributable to
acqui sition:

streani i ni ng acqui sition or gani zat i ons and
pr ocedur es

usi ng technology to reduce costs
bal anci ng cost and perfornmance
stabilizing prograns

expandi ng use of commercial products
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i ncreasi ng conpetition
clarifying the need for technical data rights
improving the quality of acquisition personne

i mprovi ng t he capability for i ndustri al
nmobi lization [ REF 4]

In response to the GColdwater-Ni chols Departnment of
Def ense Reorgani zation Act of 1986 and the June 1986
Commi ssion’s  report to the President, the Ceneral
Accounting Ofice (GAO conducted many reviews of the
Services to ascertain just how well the Departnment of
Def ense was progressing wth these acquisition reform
efforts. Sonme reports indicated progress in snall doses
while others specifically stated that sone of the Services
were doing nothing to conply with either directive. [REF 5]
The system needed nore of a push.

In 1986, the Governnment-wide commercial credit card
pil ot program was | aunched by the Departnent of Comrerce in
an effort to conply with the Executive Oder and the
results of the Commssion’s report. Rocky Mbuntain
Bankcard System (RMBCS) won a conpetitive sealed bid
acquisition and was awarded the first Government credit
card contract. Their tasking was to provide WMasterCard
services for this pilot program The program grew with a
maxi mum  of twenty-four (24) or gani zat i onal units
partici pating. The pilot programis life ended with the
expiration of the RVMBCS contract several years later. The
participants concluded that the «credit card offered
advantages over other nethods of Federal Gover nnent
acqui sition. The primary advantage was that card use
provided a less costly and nore efficient way to buy
goods/ servi ces because end-user organizations could buy

12



directly fromvendors and not have to go to the contracting
of fice. The wusers realized great savings in tine and
effort as opposed to the traditional acquisition process of
preparing requisitions, sending them to the procurenent
office, waiting for the Contracting Oficer to award a
purchase order, waiting for delivery and then having to

prepare receiving reports. [REF 6]

Additionally, contractors/vendors realized the sane
type of relief in receiving instant verbal requests from
Gover nient representatives for their goods and nore
i nportantly, instantaneous paynent wthout the burden of
submtting duplicate copies of invoices which were then
submtted to the Defense Finance and Accounting Service
Vendor Pay office and waiting several nonths for their

paynments.

The success of the Departnent of Commerce pil ot
program pronpted the O fice of Minagenent and Budget (QOVB)
to task the General Services Admnistration (GSA) to
develop a credit <card program to enable all Federal
Government enpl oyees to add another acquisition instrunent
to their toolbox. [REF 7] GSA selected RMBCS to provide
this service, but this time the Governnent chose a VISA
card and DoD initiated their own pilot period to test the
program

In late 1989, OB acknow edged the success of the DoD
credit card program and directed GSA to inplenent credit
card services for all Federal entities. "Do you accept the
Governnment credit card?” has becone a famliar phrase in
Federal Governnent acquisition. Wth the success of the
pilot program acknow edged, the Departnent of Defense
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becane a participant and began to pronote the use of this
tool as one of the premer acquisition reforminitiatives

of the tines.

The credit card initiative gained nonmentum through
Vice President Al Gore’s National Performance Review (NPR)
of 1993, which identified procurenent reformin the public
sector as one way of achieving a better working and |ess
costly Governnent. One  of the principle reform
recommendations of NPR was expanding the wuse of the
Government purchase card to buy snall dollar valued itens
and allowing its use outside the Governnent procurenent
of fice. This reform initiative provided the neans to
alleviate paperwork required by the technical comunity,
enpowered those organizations to purchase small dollar
valued itens under their own cognizance and permitted the
Pur chasi ng Agent s and Contract Speci alists Wi thin
Acquisition Centers to dedicate their efforts on the nore
inmportant, |arger dollar valued acquisitions. The NPR al so
recormmended that the Federal Acquisition Regulation (FAR
and its supplenents be revised to accommpdate the expanded
use of this initiative. [REF 8]

The O fice of Federal Procurenent Policy (OFPP) took
the lead in furthering use of the credit card through a
pl edge program initiated in Cctober 1993. Seni or
procurenent executives from the U S Departnents of
Comrerce, Treasury, Interior, Health and Human Services,
Transportation, Energy, State, and GSA pledged to increase
use of the card in their respective organi zati ons by:

extendi ng use of the card by 100% between Cctober
1993 and Cctober 1994 and increasing the nunber
of cardhol ders by 100%
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placing the card in the hands of trained managers
and ot her non-procurenent personnel

identifying and elimnating inpedinents; and
sharing experiences to expand the card’ s use.
Shortly t hereafter, t he Ofice of Per sonne
Managenent, the Federal Enmergency Mnagenent Agency, the
Drug Enforcenment Agency and Federal Prison |Industries
joined this effort. An interagency work group, known as
the Purchase Card Council, was chartered through the
Treasury Departnent to lead this yearlong effort.

The Council focused on increasing use of the card by
publicizing it at every opportunity and by challenging
adm nistrative and regulatory barriers to its use. Thei r
efforts contributed to the pledge being fully honored in
ni ne nonths versus the pledged twelve. As of 21 July 1994,
t hese agencies were at a usage |evel of 119% nore than the
January 1993 benchmark. [REF 8]

Even though the cards becanme avail abl e Governnent -w de
in 1989, this initiative was slow to catch on. This
reluctance is attributed in part to the admnistrative fees
| evied on Government agencies under the initial credit card
contract and the lack of explicit FAR coverage for this
reform initiative, a grave concern expressed by agencies.
[ REF 6]

I n February 1994, GSA again conpeted the credit card
program contract and RVBCS won the award. This tinme the
contract included control requirenents for agencies to
establish before they issued cards including specifying
spending limts per user. In addition, GSA established

operating procedures for making purchases and paynents via
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the credit card. A nore significant change nmade by GSA in
this contract award was the elimnation of the agency
adm nistrative fee for wuse of the <card and, nor e
inmportantly, the requirenment inposed on RMBCS to offer
agency refunds for tinely paynment of the credit card bills.
[ REF 6]

To stinulate this acquisition reform initiative,
Congress enacted the Federal Acquisition Streamining Act
of 1994 (FASA) and President Cinton signed Executive O der
12931, dated 13 Cctober 1994, on Federal Procurenent
Ref orm FASA established the term “m cro-purchases” for
any action under $2,500.00 and reduced or elimnated nost
restrictions on purchasing at or under that |evel
Purchases at this level are exenpt from the Buy Anerican
Act and certain small business requirenents and the Act
elimnated the need for conpetition at the $2,500.00
t hreshol d.

Executive Order 12931 directed the expanded use of the
credit card by delegating mcro-purchase authority to those
offices actually requiring the supplies or services. [REF
9] This bold neasure shifted contracting authority from
the hands of Contracting Oficers to Prograni Project
Managers and Techni cal Representatives. Anyone outside the
procurenment office having a need to buy any mssion
essential item under the mcro-purchase threshold becane a

contracting conduit.

In 1995, the Federal Acquisition Regulation designated
the purchase card as the preferred nethod to pay for all

m cr o- pur chases.
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By nenorandum dated WMarch 28, 1996, the Under
Secretary of Defense, the Honorable John J. Hanre, directed
elimnation of inprest funds except when authorized for
contingency operations and for exceptional circunstances
(no definition of this exception was provided). Thi s
direction enphasized maxi num use of the Governnent credit
card and announced the feasibility of making avail abl e VI SA
checks that would be charged to the cardholder’s credit
card account. Exceptions to this policy wuld be staffed
at the DoD level in the Ofice of the Deputy Chief
Financial Oficer’s office. [REF 1]

In April 1997, the Secretary of Defense’'s Annual
Report to the President and Congress detailed the
Governnment purchase card as one of the goals of the
Depart nent t hat would contribute to reformng the

Governnent’s acqui sition process. [REF 10]

In his 1998 report, Secretary Cohen specifically
identified “Goal 3: Sinplify purchasing and paynent through
use of purchase card transactions...”. In this report,
savi ngs of $92.00 per transaction were reported by the Arny
Audit Agency each time the card was used. It also
established a goal of 90% usage for mcro-purchases by the
year 2000. [REF 11]

Effective 29 Novenber 1998 the International Merchant
Purchase Authorization Card (I1MPAC), Anerican EXxpress
travel card and Wight Express fleet card, the credit cards
in existence since GSA started contracting for purchase
card services, expired. GSA revanped the program called
it SmartPay, and awarded five long-term 10-year contracts
to G tibank, Bank One, Mellon Bank, Bank of Anerica and U
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S. Bank providing Federal agencies flexibility of provider
and card choice (VISA or MsterCard) for purchase card,
travel or fleet needs. Federal agencies are no |onger
restricted to one provider for all three services: they can

now m x or match. [ REF 7]

Secretary Cohen’s 1999 report continued this goal,
stating that the Departnent was already approaching the
2000 goal . [REF 12]

Hi s 2000 annual report stated that Septenber 1999 data
reveal ed that DoD had exceeded the 2000 goal and was using
the purchase card for 92% of m cro-purchases. [REF 13] I n
the 2001 report, the goal was dropped, as having been net,
but the Secretary acknowl edged that wuse of the card was
creating hundreds of mllions of dollars in savings and
cost avoi dance for DoD. [REF 14]

The latest data from GSA report that purchase card
vol une increased 24% from FY98 to FY99 and that the average
transaction is $493.81 wth a savings of $53.77 per
transacti on in adm ni strative costs (consol i dat ed
invoicing, reduction in inprest funds and electronic
avai lability of financial data). By FY99, two mllion
cards were in use accounting for $14.8  billion in
transactions. [REF 15]

In addition to the manpower savings associated wth
elimnating unnecessary processes and its associated
paperwork, the credit card servicing banks allow for
productivity-based refunds. Under the existing GSA credit
card contracts, activities receive a refund of .01% of net
sales per billing cycle for paynent of the nonthly bill
each day earlier than 39 days after receipt. An additional
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refund of .05% of net sales volune is given when electronic
means are used. In FY99 these refunds totaled
$55, 010, 812. 00, a 70% i ncrease over FY98. [REFS 15, 16]

The savi ngs realized support Gover nnent -wi de
financial, information technology, procurenment and other
managenent innovations, initiatives and activities. [ REFS

17, 18] DoD received approximately $25 nmillion in rebates
in Fiscal Year 2001. Contrary to DoD s initial thoughts on
how the Services would use these rebates, they have to be
credited to the appropriations wused for the original
purchase volunmes responsible for generating the rebates.
Most of the card purchases are from yearly operations and
mai nt enance funds (QO&M. The Services cannot take the
rebates and apply them to different appropriations from a
central point of view therefore, a large fund created for
t he pur pose of supporting ot her pr ogr ans
(roder ni zi ng/ updati ng weapons systens for the warfighter)
woul d be against fiscal law. The funds, while credited to
the outstanding anmobunts in nonthly bills, do reduce the
cost of operating at the individual activities enabling
them to apply the savings to the purchase of other
producti vity-enhanci ng processes or products |ike conputers
which will be necessary for the next wave of credit card

enhancenents (internet statenment approvals). (REF 19]

The credit card program continues to grow each fiscal
year with nore and nore cards issued to cardhol ders neaning
nore and nore savings being returned to Federal Governnent
agenci es. In 1989, 10,489 cardholders nmaking 2,326
transactions recorded sales totaling $460, 612. Back then
| ess than 5% of the cardholders used the credit card. I'n
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FY01, 406, 290 cardhol ders used their cards 24,443,850 tines
for total sales of $13,787, 668, 676. The final figures for
FYO1l indicate a drastic drop in the nunber of cardhol ders
from the previous year, down from 670, 374. Yet, sales
vol ume increased approximately $1,500,000.00 and the nunber

of transactions also increased by alnost one mllion. The
GSA website noted that the database had been scrubbed in
August 2001 to renove all discontinued cards. Wiile this

researcher can only nmake an assunption wthout any
substantiating data, it appears that the decline in nunber
of cardholders from FYO0O to FYOl is the result of the
sanitizing of the GSA Smart Pay dat abase. [ REF 15]

The Departnent of Defense enbraced the credit card
program and pronoted nmaxi mum use of this reforminitiative.
In FYO1l, 230,646 (down from 269,211 in FY00) cardholders
conducted 10, 710,874 transactions totaling $6, 121, 006, 616.
[ REF 20]

As with the total Governnent figures noted above,
transactions and sales volune for DoD were up in FYOl while
the nunber of cardholders declined. The researcher’s
assunpti on noted above holds for this shift in cardhol der
numnbers. Figure 1 displays DoD credit card growh by

Servi ce over the past three fiscal years.
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DoD Credit Card Growth
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Fi gure 1. DoD Credit Card G owh by Service FY99 — FYO1.
From GSA Credit Card Wbsite.
Figure 2 provides the trend |line for that grow h.
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The Arny instituted wuse of the Governnent-w de
Commercial Credit Card Program in FY90. Since that tine,
the Arny has continuously increased its usage of the credit
card. [REF 21] Figures 3 and 4 depict the yearly growth
in transactions and dol |l ars.

ARMY - CREDIT CARD TRANSACTIONS
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Figure 3. Arny Transactions, FY90-FYO1.
From GSA Credit Card Website.
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ARMY CREDIT CARD PURCHASES GROWTH IN
DOLLARS
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B. HOW THE CREDI T CARD PROGRAM WORKS

The <credit cards wused by GCovernnent agencies are
internationally accepted VISA, MasterCard or Voyager cards.
Even though they are the sane size and shape as a regular
commercial credit card, they were designed specifically for
Gover nment use bearing the Geat Seal of the United States
in the left corner and the SmartPay | ogo in the upper right
cor ner. The cards are also distinct to the Government in
that their first four nunbers were specifically selected
for immediate identification as a CGovernnent bearer. Near
the Geat Seal, the words, “United States of Anmerica” are
inprinted with the follow ng inscriptions underneath: *“For
O ficial US Governnent purchases only and US Governnent Tax
Exenpt . ”
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Partici pation I n t he program requires an
i npl enentati on neeting between the GSA Contracting Oficer,
Bank Representative and VISA or MasterCard Representative.
The representatives provide relevant program training and
materials for admnistrative managenent and financi al

managers.

After this initial neeting, agencies desiring to
participate issue a delivery order against the GSA Master
Contract and send the Delivery Order, along with internal
procedures they have developed for their own agency, to
GSA. Agenci es/activities nust designate an Agency Program
Coordi nator (APC), a Finance Ofice Contact, a D sputes
Cont act and a Contracting Oficer’s Techni cal
Representative (COIR). The APC serves as the focal point
for coordination of credit card applications, issuance of
credit cards and training for cardholders and Approving
Oficials. The Finance O fice contact is the primary focal
point for paynent of the nonthly credit card bills to the
respective bank. The Disputes Contact coor di nat es,
processes and nonitors any disputed purchases, credits or
any billing errors. The COIR is the primary |iaison
between the bank and agency and oversees the agency
program [REFS 22, 23]

After GSA receives this i nformation, the APC
coordinates and submits individual application paperwork
for each cardholder and Approving Oficial. Wthin ten
(10) days of receipt, the respective bank mails the credit

card to the cardhol der at their office.

The GSA-contracted banks issue cards to individuals
based upon recei pt of requests from participating agencies
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as processed by the Agency Program Coordinators. The
Agency Program Coordinator is the designated individual(s)
within an agency who nanages the |ocal program provides
training to cardhol ders, mai ntains current l'ist of
cardhol ders/ Approving Oficials and conducts an annual
review of the program One peculiar aspect of the
Governnent credit card program is that there are no
i ndi vidual <credit checks conducted nor are any personal
information files mintained by the banks issuing the
cards.
C. CREDI T CARD REGULATI ONS AND PQOLI ClI ES

The GSA Federal Supply Service Contract Guide for

Gover nnent -wi de Conmmerci al Purchase Card Servi ce states:

Agency procedures should not |imt the use of the
Governnent-wi de  Commer ci al Purchase Card to
m cr o- pur chases. Agency pr ocedur es shoul d

encourage use of the card in greater dollar
anounts by Contracting Oficers to place orders
and to pay for purchases against contracts....
[ REF 22]

The Departnent of Treasury’s Financial Managenent
Servi ces Manual states:

Smal | purchases of up to $25,000 should be nade

using the Governnent purchase card. O her smal

purchase nethods...my only be used in lieu of

the Governnent purchase card when it is nore

cost -effective, practicabl e or required by
existing statutes. [REF 16]

FAR 13.003(e) st at es, “Agencies shall use the
Gover nnent -wi de conmerci al purchase card ...to the naximum
extent practicable in conducting sinplified acquisitions.”
FAR 2.101 defines sinplified acquisition procedures as the
nmet hods prescribed in FAR Part 13 for purchasing supplies

and services. It further defines the sinplified
25



acqui sition threshold as $100, 000. 00 except when a contract
is awarded and perfornmed, or a purchase is to be nade,
outside the U S. in support of contingency, humanitarian
or peacekeeping operation, where the |limt is raised to
$200, 000. 00. [ REF 24]

FAR 13.003(g)(2) states:

Aut hori zed individuals shall nmake purchases in
the sinplified nmanner that is nost suitable,
efficient and econom cal based on t he
ci rcunst ances of each acqui sition. For
acquisitions not expected to exceed.$5 mllion
for comer ci al itens, use any appropriate
conbi nati on of procedures in Parts 12, 13,..[REF
24]

FAR Subpart 13.3 addresses “Sinplified Acquisition
Met hods” wth Governnent-wi de Commercial Purchase Card,
Subpart 13.301(b), as the first nethod identified. Thi s
subpart wording was taken precisely from the GSA Federal
Supply Service Contract CGuide wording noted earlier herein.
Par agraph 13.301(c) identified the following three areas
for use of the credit card: 1) make m cro-purchases; 2)
pl ace a task or delivery order; or 3) make paynments. [REF
24]

The Defense Federal Acquisition Regulation Suppl enent
(DFARS) in Part 213.301(2) states, “An individual...my use
the Governnent-wi de commercial purchase card to make a
purchase that exceeds the mcro-purchase threshold, but
does not exceed $25,000, if...” [REF 25]

The conditions stated there, at first glance, may |ead
one to believe that, if buying a commercial item using the
credit card up to a limt of $25 000.00 was permtted.
Upon closer examnation of the provision, the first
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condition, performance being perforned outside the United
States, ends with the word “and”. The second condition,
“for a comercial itenf, ends wth the word “but”.
Therefore, this prescription is inclusive of the first two
statenents - outside the US and commercial. Bot h
condi tions MJST exist to use the DFARS gui dance.

The Arny Federal Acquisition Regulation Supplenent
(AFARS) in Part 13.9001 restricts the use of the card for
purchase of commercially available supplies and services to
the m cro-purchase threshold. It further specifies that
the card may be wused for paynent purposes above that
$2,500.00 threshold. [REF 26]

In addition to nonetary thresholds, other restrictions
were levied by the Departnent of the Arny and filtered down
to Maj or and Subordi nate Conmands. The Arny’s Unaut hori zed
Use Listing, set forth in Part V of their Standard
Operating Procedure (SOP), consisted of three itenms: (1)
cash advances, (2) rental or lease of land or buildings and
(3) FTS 2000 Tel ecomruni cations service. There were three
other itens |listed where the card should not be used unless
the individual agencies warranted its use. These
additional three itenms, at the tine the Ilisting was
publ i shed, were accommodated by the Anerican Express Travel
Card Program and the Wight Express Fleet Service Program
Now they are all covered under the SmartPay Program [REF
27]

The Arny Materiel Command (AMO), CECOM s  nmmj or
command, perpetuated the limted AFARS credit card usage
with respect to the dollar value of the buy, limting it to
the mcro-purchase threshold. Even though the AMC

27



gui del i nes i ncluded no additional restrictions, t he
gui dance enunerated a nunber of itens for which prior

approval is required before making the purchase. [REF 28]

CECOM inmplenented their interpretation of the credit
card program in FY91. The CECOM restricted list included
all of the Arny’s restrictions (noted by the asterisk) and
provided further limtations on usage of the card shown in
Table 1. [REF 29]

Cash advances*

Rental or | ease of notor vehicles

Rental or |ease of |and or buildings*

Purchase of travel related tickets, travel related nmeals or
travel related | odging* (separate credit card for these itens
at that tine)

Purchase of gasoline or oil* (separate credit card at that
tinme)

Repair of notor vehicles

Purchase of telecomunications*, and tel ephone services

(beepers, cellular phones, pagers, air tinme and sinilar

itenms). (Arny list contained FTS 2000 Tel ecommuni cati ons
servi ce. CECOM expanded to all tel ephone services.)

Printing or copying services

Tel ephone calls

Ofice & other adm nistrative supplies, furniture and
expendabl e equi prrent avail abl e from mandatory sources such as
shop stores (Sel f-Service Supply), General Services

Adni ni stration (GSA) and UNI COR (Prison Industries)

Items funded with direct cite funds (i.e., MPR)

Asset Capitalization Program (ACP) funded itens

Purchase of certain services

Items requiring a technical inspection before paynment

CC. Mail to include all upgrades

Rental of equipnent (i.e., copiers, pagers, etc.)

Peri shabl e and non-perishabl e food

Purchase of software site |licenses

Purchase of clothing or footwear

Tabl e 1. CECOM Restricted List.
From Arny Authorized List/CECOM SOP.
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D. CREDI T CARD PROCESSES AND CONTROLS
As stated wearlier, the Governnent’s credit card
program is now known as Snart Pay. Agencies may choose

either a VISA or a MasterCard as the purchase card.

Each agency develops its own internal procedures for
using the card. In accordance wth guidelines regarding
the program an office nust be designated to nmanage the
program At CECOM the Acquisition Center assuned overal
responsibility for admnistering the CECOM and Fort
Monmouth U S. Government Credit Card Program [REF 29]
Activity Program Coordinators (APCs) are appointed by the
Director of the organization accepting responsibility for
adm nistration of the program The primary duty of the APC
is to serve as the focal point for all credit card purchase
probl ems/ questions and to interface with the selected
Contractor Bank for the credit card services. A secondary
but nost inportant functional responsibility is to train
al | i ndi vi dual s requesti ng aut hori zati on to be a
car dhol der. APCs are responsible for maintaining a
current, accurate list of all cardholders and Approving
Oficials as well as conducting vyearly audits of al
activities utilizing the credit card as a purchase vehicle.
They are the “watchdogs” of the organizations responsible
to ensure that there are no violations of any of the rules
and regulations regarding use of the credit cards; i.e.

split purchases and unaut horized use.

Controls are put in place by the individual offices

but some standard ones associated with the program i ncl ude:

The Approving Oficial is the cardholder’s
i medi ate supervisor who is responsible to
approve all purchases before they are made and
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for reviewwng the nonthly statenent as part of
the reconciliation process

Car dhol der limts are established by that
Approving Oficial upon the cardhol der receiving
said card

Each card is validated upon presentation for
purchase by the nerchant by use of a point of
sale device which perforns a range of up to 50
aut hori zati on checks on the particular card

Merchant Activity codes offered by the bank are
sel ected by each Agency and they indicate which
codes apply to which card

Each vendor is assigned a Merchant Type Code that
corresponds to the type of business and the kinds
of goods and services they provide (these are
verified every tinme a card is used to ensure that
the cardholder is authorized to purchase only
those goods or services provided by that
Mer chant)

GSA issues nmanagenent reports to agencies to
assist themin tracking and nonitoring card use.
[ REF 30]

Frequent, recurring training is another nechanism of
i nt er nal control. To this end, GSA developed a
standardi zed mcro-purchase training program wusing an
interactive format on CD-ROM This instrunent provides
reference docunents providing guidance to cardhol ders,
applicable rules and regul ations to educate the cardhol ders
on allowable and unallowable purchases and catalogs for
required sources of supply (NIB/NISH and UNICOR). [REF 30]

1. Using the Credit Card as a Purchase Vehicle

As stated earlier, Requiring Activities were given
aut horization to use the credit card for all purchases
under the m cro-purchase threshold. No restrictions exist
as to the nunber of cardholders each activity my have.

Each cardholder is designated in witing and assigned an
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Approving O ficial wthin their imediate work area,
preferably their inmediate supervisor - the nethod of

checks and bal ances.

As envisioned by those endorsing this reform
initiative, utilizing the credit card as a purchase vehicle
streanmlines and strengthens the acquisition process, if
only for those actions under the mcro-purchase threshol d.
This streamined process elimnates the procurenment office
maxi m zi ng t he Requiring Activity's rol e In this
initiative. Figures 5 and 6 depict the Standard Snall
Purchase Process, the forner process, and the Snal
Purchase Process Using Cards, the streamined process,
respectively. [REF 31]

a. Requi ri ng Activity Rol es and
Responsibilities

Credit card usage by non-contracting individuals
is mndated for the purchase of any mssion essential
item service with a total cost under $2,500.00, the mcro-
purchase threshol d. Units, directorates and activities
interested in obtaining the credit card nust first
designate the individuals within their organizations and
then contact the APC to obtain the application information
and form Along with selection of the credit cardhol der
the units, directorates and activities nust also designate

an Approving Oficial for that cardhol der

Once the designated individual receives their
credit card, training is conducted by the APC and that
i ndividual is then ready to purchase.
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Standard Small Purchase Process
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Figure5.

From Chief Fi nanci al

32

O ficers Council.



Small Purchase Process Using Cards
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Figure6. The Small Purchase Process Using Cards: the
Streanl i ned Process.
From Chief Financial Oficers Council.
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Once a need is identified, the cardhol der reviews
the need in accordance with financial policy for “bona fide
need” and severability of purchase in determning the
correct fiscal year funding. Particul ar caution nust be
paid to the funding when purchases are nmade near the end of
the fiscal year. C ose coordination between the cardhol der
and their budget officer is critical when purchases are
made near the end of the fiscal year.

The cardhol der then ensures that the needed item
is not available fromany of the required sources of supply
as mandated by the regulations or rules governing use of
the credit card. Pursuant to FAR 8.001(a), agencies shal
satisfy requirements for supplies and services from or
through the sources and publications listed below in
descendi ng order of priority:

(1) Supplies.
(i) Agency inventories
(ii) Excess from other agencies
(iii1) Federal Prison Industries, Inc.

(iv) Products available fromthe Commttee for
Purchase From People Wo Are Blind or Severely
Di sabl ed

(v) Whol esale supply sources, such as stock
prograns of the General Services Adm ni stration
(GSA), t he Def ense Logi stics Agency, t he
Department of Veterans Affairs, and mlitary
inventory control points

(vi) Mandatory Federal Supply Schedul es

(vii) Optional use Federal Supply Schedul es
(viii) Conmercial sources (including educationa
and nonprofit institutions).

(2) Services.
(i) Services available fromthe Commttee for
Purchase From People Wio Are Blind or Severely
Di sabl ed
(ii) Mandatory Federal Supply Schedul es
(iii) Optional use Federal Supply Schedul es
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(iv) Feder al Prison Industries, I nc. or
commercial sources (including educational and
nonprofit institutions). [REF 24]

As with any regulation, there are always
exceptions to every rule. The cardhol der should take care
in selecting sources to ensure that none of the FAR

regul ati ons are circunvent ed.

If the item needed is not available from any of
the required sources of supply, then the cardholder is free
to buy on the open narket. Once again, the cardhol der
needs to take care that these purchases are rotated fairly

anong all qualified suppliers.

Prior to any purchase, the cardhol der mnmust obtain
the approval of the budget certification officer and the
Approving O ficial. The absence of either of these
invalidates the requirement and the cardholder w Il then

return to the requestor for further guidance.

If all approvals are obtained, the cardhol der,
prior to initiating action to nake the purchase, nust enter
the requirenent into the Material Acquisition Processing
System (MAPS), an autonated |ogistics system established
for Arny Materiel Conmand (AMC) units for use in tracking
accountabl e nonexpendable (not consuned during use)
property book itemns.

Once MAPS has been satisfied, the cardhol der
contacts the vendor, either telephonically or in person,
and obtains the price of the item and determ nes that the

itemis available for immedi ate delivery.

Anot her caution in using the credit card is that

split purchases are not allowed. Those famliar wth
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acquisition clearly understand that br eaki ng up a
requirenent to avoid exceeding the particular threshold
imposed for that requirenent is not allowed. Thi s
application holds true with the credit card program as
wel | .

To further clarify this concept for all Fort
Monmout h users, AMC provided the following three scenarios

in an attenpt to define split purchases:

(1) multiple purchases fromthe sane vendor nmade
on the sane day and the total daily cost
exceeds $2,500 (the single limt for the
car dhol der)

(2) multiple purchases of the same (or simlar
itenms) from different vendors made on the
sane day and the total daily cost exceeds
the single purchase |imt

(3) different cardholders who report to the sane
Approving Oficial purchase the sanme or
simlar iten(s) in a relative short tine
span (within several days) and the total
requirenment was known at the outset to
exceed the single purchase limt. [REF 28]

AMC' s basic premse with this is know edge. |If
the requestor and/or cardhol der knew that the needed item
exceeded the single purchase |imt and utilized the credit

card, that action constitutes a violation and could cause

revocation of the cardholder’s card and all associated
privil eges. In all cases, if the itemis price exceeds the
single purchase |imt, the requestor nust initiate a

procurenment package to send to their respective contracting
office for appropriate action. [REF 28]
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Pl acenent of the order with the vendor accepting
the credit card for purchase of a supply itemis subject to
the follow ng conditions:

(a) the item nust be imedi ately available for

shi pment and delivered within the thirty day
billing cycle

(b) the vendor nust be advised that the purchase
is tax exenpt

(c) shipping and handling charges nmust be in the
total price, which cannot exceed the single
purchase [imt

(d) vendor agrees to process the credit card
charges after shipnent is nade and not
bef ore

(e) vendor agrees to identify the cardhol der on
t he packing slip and shipping | abel

(f) wvendor nust include the term “CREDI T CARD
PURCHASE” on the packing slip and shipping
| evel . This requirenent identifies to the
receiving point, normally a warehouse, that
no physical contractual docunment exists to
cross-reference and locate on which they
woul d i ndicate recei pt and acceptance (i.e.,
a DD Form 1155).

(g) all items nust be delivered at the sane
time. [ REF 28]

Over -t he-counter purchases require the cardhol der
to retain the purchase card slip for their file. These
items nust also be immedi ately avail abl e. No backordering

is allowed in this instance.

Regardl ess of whether a supply item is purchased
tel ephonically or over the counter, if the item is
nonexpendable (retains its identity in wuse) it nust be

reported to the respective Property Book O ficer within an
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established tinmefrane after purchase. Dependi ng upon the
item the Property Book Oficer may determine to issue a

barcode | abel for future identification.

Purchases for services, while not involving the
numerous steps outlined above for supply itenms, are
conducted in simlar fashion. Al rules regarding pre-
approval by the budget officer and Approving Oficial, the
single purchase limt and the timng of the vendor

processi ng the charge nust be foll owed.

Regar dl ess of whet her purchases are tel ephonic or
over the counter, supplies or services, the cardhol der nust
inform the budget officer, either manually or through an
automated system of the actual anmount spent on the
pur chase. The car dhol der wi | | t hen retain al |
docunentation of +the purchase for wuse in the end-of-
billing-cycle reconciliation. [REF 28]

b. Accountability

As stated above, all cardholders nust naintain
records of all purchases. These records nust include al
data relative to each purchase and include all approvals

prior to making any of those purchases.

At the end of each billing cycle, each cardhol der

receives their credit card statenent and nust:

(1) review the statenment for accuracy natching
all requisitions with transactions billed

(2) identify each purchase by its description

(3) conplete a “Car dhol der St at enent of
Questioned Itenf if incorrect charges appear
on the statenent

(4) wthin five working days, certify the
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accuracy of the statenment by signing in the
applicabl e space on the reverse side

(5) forward to the Approving Oficial t he

ori gi nal st at ement and all backups of

mont hly purchases. [ REF 29]

The Approving Oficial also receives a credit
card statenent at the end of each nonth. Unli ke the
i ndi vidual cardholder’s statenent, this statenent provides
all purchases made wthin the billing cycle by all
car dhol ders desi gnat ed to t he parti cul ar Appr ovi ng
Oficial. Because the paynent process is a tined event and
rebates are offered by Defense Finance and Accounting
Service (DFAS) for pronpt paynent, the Approving Oficia
must, upon receipt of the statenent, indicate the date of
receipt at the top. Wthin five days, the Approving
Oficial should receive his/her respective cardholders
reconciled and certified account statenments. The Approving
Oficial is responsible to acconplish the follow ng:

(1) prepare an accounting back up sheet to
acconpany his/her statenent detailing the
conpl ete accounting appropriation for each

purchase along wth the specific dollar
anount of each purchase

(2) ensure that only authorized cardhol ders nade
pur chases

(3) ensure all paynment anmounts do not exceed the
single purchase limt for each purchase

(4) wverify with the budget officer that all
di sbursenents and obligations have been
recorded and deobligate any excess funds

(5) ensure that the Finance Oficer receives
this consol i dat ed st at enent by t he
designated cut-off date follow ng closure of
the billing cycle. [REF 29]
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The designated Finance Oficer will forward all
consol idated statenents to DFAS for paynent. Upon receipt
and verification, DFAS Vendor Pay reviews and exan nes all
docunentation for conpleteness and processes paynents to
the respective Bank(s) within fifteen days. DFAS Vendor
Pay wll also charge back to the Approving Oficial’s fund
cite any rebates for Pronpt Paynment or any interest charges
incurred because of Jlate or inconplete subm ssion of

paynment docunentation. [REF 29]

In August 2001, the CECOM community was advised
that the credit card program was going paperless in an
effort to neet the Departnent of Arny goals with respect to
that reforminitiative. US Bank, the credit card servicing
bank for the Arny, developed the Custoner Autonation and
Reporting Environment (CARE) system to provide a secure
capability for cardholders to send and receive electronic
data via the worl dw de web and on US Bank’s own system The
system has elimnated all paper-based activity associ ated
with utilizing the card as a purchase vehicle. When a
cardhol der receives a requirenment for purchase, the itenis
description, proposed price, and any other relevant data
related to the specifics of the itemare entered into CARE.
The Approving Oficial then approves the items purchase
t hrough CARE. The item is purchased and the cardhol der
annotates CARE regarding actual price paid and proposed
delivery date, or if the item has been obtained |ocally,
enters the actual delivery date. Al'l data regarding the
month’s activity are available at any time to both the
cardhol der and the Approving Oficial. At the end of the
billing cycle, neither the cardholder nor the Approving

Oficial receives a hard copy statenent from the bank. The
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cardhol der, at the end of the cycle, validates and verifies
all purchases in the system Once this action is
conpl eted, the Approving Oficial certifies to the accuracy
and validity of all purchases made during the nonth. This
data are then electronically transmtted to DFAS, who then
remts paynent to US Bank for CECOMs total nonthly
purchases. [REF 32]

The CARE system is used only for mcro-purchase
actions when the card is used for purchase. There is no
automat ed system available for those few individuals who
use the <credit <card as a paynent vehicle. These
cardhol ders still receive a hard copy nonthly statenent,
prepare the backup accounting sheet, have their Approving
Oficial certify the validity and accuracy of the nonthly
charges and hand carry that statenent to the Financial
Ofice for consolidation with any other paper statenents
for forwarding to DFAS for paynment to US Bank.

Cardhol ders are responsible for safeguarding
their cards. VWhen not in use the cards should be kept in a
| ocked filing cabinet or another secure nmeans. They are to
carry the card with them only when making a purchase and
nmust ensure that the card is not nade accessible to others.
If the card is lost or stolen, the cardholder should
i medi ately notify the bank and their Approving Oficial.
The Approving Oficial, within five days of being notified,
must submt a witten report to the Activity Program
Coordinator (APC) outlining the date of |oss, the |ocation
where lost (if known) and the purchases nade prior to the
| oss.
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As with nost other acquisition files, a conplete
audit trail of all purchases nust be maintained. Requestor
docunentation, vendor qualification docunentation, charge
slips, delivery information and copies of statenents nust
be kept for three years and are subject to an audit by the
APC at any tine.

2. Using the Credit Card as a Paynent Vehicle

In conjunction wth npmandatory electronic funds
transfer (EFT), nmandated by the Debt Collection I nprovenent
Act of 1996, inprest funds were elimnated 1 October 1996.
DoD activities were directed to find alternatives to the
inprest fund; i.e., the credit card and to nmaximze its use
for mcro-purchases. [REF 1] DoD considered it no | onger
necessary to maintain a cash reserve when activities now
had the power to use their designated credit cards for
their small incidental purchases. How does an agency
streamine if a conpany/vendor does not accept the credit
card. The sinple answer, of course, is to find another

vendor, but that is not always the right thing to do.

On 5 August 1997, the Acting Under Secretary of
Def ense (Conptroller) signed “Purchase Card Reengi neering
| mpl enent ati on Menorandum #: Accomodati on Checks.” This
policy provided the vehicle to pay vendors when they woul d
not accept the credit card. The gui delines provided for
two types of checks: convenience checks and FedSel ect
checks each issued at no nore than $1,000.00. VWhen
initially instituted, waiver procedures existed for use of
the FedSel ect checks at a higher t hr eshol d. The
responsibility for this programfalls wthin the purview of

t he Resource Managenent area. [REF 33]
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The FedSel ect check program was discontinued on Mrch
31, 2000 because it proved to be too expensive in that the
seven-dollar ($7.00) fee charged for each check was not
offsetting the cost of admnistering the program DoD
continues to encourage use of convenience checks to pay
t hose vendors who do not accept the credit card. [REF 33]

There are two drawbacks to the use of accommpdation

checks (nore commonly referred to as conveni ence checks):

(1) the Requiring Activity is charged a fee of
two percent for every check witten.

(2) the cardholder is required to maintain
succi nct records  of each use. Thi s
requirenment is necessary because of the
cal endar year-end accounting necessary to
provi de the necessary reportable inconme form
required by the Internal Revenue Service
(IRS) to vendors who have been paid with the
checks. DoD requires cardholders track
every check paynent to vendors so that at
the end of the cal endar year DFAS can issue
the IRS Form 1099M This is a m scell aneous
formsimlar to the year-end fornms 10991 and
1099D individuals receive when they earn
interest and dividends, which are reportable
for tax purposes. To date, the banks have
no mechani sm for col | ecting data on
reportable incone vendors receive as a
result of the checks being issued by
car dhol ders. The cardholder is required to
submt to DFAS at the end of every cal endar
year a conplete listing of every vendor paid
with the check. This list nust detail the
vendor’s nane, address, tax identification
nunmber and the amount of each check. Upon
receipt, DFAS then issues the 1099M tax
reporting formto each vendor. [REF 34]

On 20 July 1998, Dr. John J. Hanre, Deputy Secretary
of Defense, signed “Purchase Card Program Reengi neering

| mpl enent ati on Menmor andum #6: Strean i ned Paynent
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Practices.” Thi s menorandum alerted all mlitary
departnents and others to the continued need to streamline
operations and reduce costs by use of the credit card. It
cited that annually 4.6 mllion comrercial invoice paynents
were nade by DFAS and that, if the credit card were used as
the nmethod of paynent, trenmendous savings could Dbe
achi eved. Dr. Hanre further noted that in January 1998
DFAS processed approximtely 217,000 paynents at or below
the m cro-purchase threshold. He directed Departnent-w de
policy be developed by the beginning of the forthcom ng
fiscal year. This policy would nmandate use of the credit
card to pay for supplies and services valued at or bel ow
the mcro-purchase |level without regard to the contractua
instrunent. [REF 35]

In Cctober 1998, the Principal Deputy to the
Undersecretary of Defense conplied with this direction and
i ssued a  Menorandum “ SUBJECT: Streamnl i ned Paynent
Practices for Awards/Orders Valued at or below the M cro-
Purchase Threshold.” This policy mandated all actions
under $2,500.00 either be purchased by the card or paid for
by the card. This relaxed previous policy and opened the
door permtting the card to be wused for paynent for
servi ces under $2,500. 00. This policy statenent initiated
the distinctions in the card s use as a purchase and a
paynent vehicle depending strictly upon the dollar val ue of

the action. This nenorandum neant “all actions” in that it
specified that the policy included both conmercial and non-
comercial items and included contracts, purchase orders,
orders under task and delivery type contracts, orders under
basic ordering agreenents and calls against blanket

purchase agreenents. If not used, a witten determ nation
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is required at the Flag Oficer, General Oficer or Senior
Executive Service |evel. This determnation nust state
that the proposed vendor does not accept the card and nust
identify efforts that the contracting activity is taking to
obtain sources that do accept the card for |ike purchases
in the future. [REF 36]

By nenorandum dated Decenber 4, 2000, the Director,
Def ense Procurenent encouraged use of the credit card to
pl ace task or delivery orders under existing contracts,
basic ordering agreenents or blanket purchase agreenents
when those contracts include provisions authorizing this
paynment nechanism [ REF 37]

a. Requi ri ng Activity Rol es and
Responsibilities

The Requiring Activities’ use of the credit card
for paynment is likewise limted to $2,500.00. The
menor anda cited above opened new venues allow ng Requiring
Activities to use their credit card and/or selected check
version to pay a contractor under an established
contractual vehicle for services perforned. Many tines a
curmul ati ve awar d anount exceeds t he m cr o- pur chase
threshold while particular line items in the designated

contractual vehicle may not.

VWhile the occasion to benefit from this avenue
may not be often for the Requiring Activity, each use of
the credit card mnimzes costs to the Government and
builds a stronger partnering relationship wth the
Contractor in that paynment is received nuch quicker.
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| f the credit card is used by Requiring
Activities for paynment, the sanme rules and responsibilities
outlined above apply.

b. Acqui si tion Cent er Rol es and
Responsi bilities

FAR 13.3 designates that the card nay be used for
paynents without any limtations to dollar anpunt. AFARS
gui dance supplements the FAR and specifically denotes
utilizing the card for paynments over $2,500. 00.

This guidance nmandates any action exceeding
$2,500.00 to be directed to the appropriate contracting
officer for award of a contractual vehicle. It provides
the contracting officer with the flexibility to elimnate
DFAS as the paynent vehicle on that contractual instrunment

provi ded the Contractor accepts the Governnent credit card.

If the contracting officer elects this paynment
option, the individual selected to obtain a credit card
nmust follow the sane rul es and regul ati ons for
establ i shnent of the account as everyone in the Requiring
Activities. An Approving Oficial nust be chosen and that
individual will also conply with the same rules and
regulations as if wusing the card as a purchase vehicle.
The big difference here is that the paynents wll exceed

the dollar threshold stipulated for ncro-purchases.

Actual credit card usage would not occur until
supplies have been delivered or the services have been
conmpleted (rmuch Ilike the principles of the purchase
function of the card). Unlike the purchase function of the
card, using the card for paynent does not elimnate the

requirement for the Requiring Activity to generate an
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acquisition requirenents package, obtain certified funds
and forward those docunents to the contracting officer who
obtains conpetition, unless sole source is justified, and
prepares a hard copy contractual docunent. Distribution of
the contractual docunent is acconplished with no copy to
DFAS.

Wien the supplies are delivered or services
conpleted, the <cardholder 1is then free to <call the

Contractor and provides the credit card nunber.

Payment by this neans expedites close out of
those <contractual vehicles as well as elimnates any
unl i qui dat ed obl i gati ons.

cC. Accountability on Both Sides

The procedures for end-of-nmonth-billing cycle are
the same for the paynment facility as for the purchase for
all parties: the Requiring Activity, the contracting office
cardhol der and the Approving Oficial with one exception.
That exception is that the Contract Specialists/Purchasing
Agents utilizing the card strictly as a paynent vehicle are
not required to enter data into MAPS or the CARE system
Their reconciliation process still remains a nanual one
with each accounting line transferred to a backup sheet for
the hard copy Approving Oficial statenment, which is hand
carried to the Resource Managenent O fice and then faxed to

DFAS for the consolidated paynent to the bank.

The accountability for nonexpendabl e property is
enhanced because an actual contract for supplies has been
witten. A copy of this docunent is provided to the
central receiving point and when deliveries are made, all

property is receipted for and accepted. This ensures that

a7



any nonexpendable supply itemis imediately available to
barcode for future identification as a piece of Governnent
property.
E. CREDI T CARD PROGRAM | SSUES AND CHALLENGES

One of the primary challenges of the credit card
program is the occurrence of misuse and fraud. A GAO
report, dated 6 August 1996, indicated that concerns about
systemati c abuse have not materialized as a result of the
cards being placed in the hands of program staff. [REF 38]

Now that the card is becom ng nore popul ar anong the
nmasses, it appears as though internal cont r ol and
managenment concerns are escalating. In recent nonths,
newspapers portrayed stories of fraudulent wuses of the
card.

One particular incident was reported in |ate Cal endar
Year 2000 when a GSA Contracting Oficer was indicted on
charges of converting public funds when she used the
Governnment credit card to charge approximately 100 itens
totaling alnmost $40, 000. 00. She pled guilty in U S
District Court to using the card at clothing, shoe and
jewelry stores, was sentenced to five years probation, six
months in a halfway house wth electronic nonitoring,
ordered to pay $39,980.00 in restitution and mandated to
di scl ose her felon status to future enployers (she resigned
from GSA during the investigation). [REF 39]

House Subcomrittee Hearings were initiated when a
General Accounting Ofice report identified five cases of
cardhol der abuse, several edging wupon fraud, at two
particular Navy sites. [REFS 40, 41]
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These types of abuses, the errors of few, Iinpose
harsher requirenents on those cardhol ders who abide by the
rules and regul ati ons that acconmpany ownershi p. Fol | owi ng
t hose two incidences, the Director, Defense Procurenent and
the Director, Purchase Card Joint Program Managenent O fice

i ssued the follow ng regarding internal controls:

a. On 5 July 2001, the Director, Purchase Card
Joi nt Program  Managenent Ofice, DoD
Purchase Card Program signed a nenorandum
citing fraud as the reason to mandate a span
of control of Approving Oficials to
cardholders to be as few as possible (no
more than 5-7 cardholders per Approving
Oficial) in an effort to ensure that the
nonthly reconciliation process could Dbe
effective in highlighting these types of
abuses with corrective and, if necessary,
di sciplinary action being taken imediately
by this i medi ate supervisor. [REF 42]

b. On 13 August 2001, the Drector, Defense
Procur enent, signed a nenorandum citing
recent Congressional hearings on card abuse
as the catalyst to ensure proper oversight
and internal controls. Thi s gui dance again
referenced the Approving Oficial as the
first-line supervisor and the defense
mechani sm to ensure proper oversight. [ REF
43]

C. On 5 Cctober 2001, the Director, Purchase
Card Joint Program Managenent O fice signed
a menorandum requesting that the DoD
| nspector General and the Director, DFAS
formally include the purchase card system as
part of the Operation Mngoose Fraud
Detection Program Thi s Program was
initiated in 1994 to provide active fraud
detection/prevention to strengthen existing

i nt ernal controls in DoD s fi nanci a

managenent systens. In 1997, a request was
made that the purchase card program be
i ncluded and, in FY99, when the human
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el ements of this operation found no systemc
problenms with that program further efforts
were deenmed unnecessary. Thi s menmorandum
requests that the program be included once
agai n. [ REF 44]

The 1996 GAO report also confirnmed that there is no
effective system established for varying agencies to share
stories of successes or failures regarding use of the
credit card. They recommended that the Ofice of Federal
Procurenent Policy establish a site on one of the existing
Governnment nedia sources to facilitate information exchange

regarding the credit card. [REF 38]

VWhile no specific span of control has as yet been
mandat ed, but only recommended, for the adm nistration of
the purchase card program the July 2001 GAO Report on
m suses identified that the weak purchase card environnent
at the two Navy sites contributed to the ineffective
controls. A large percentage of the population in both
sites possessed cards (36% at the larger site and 16% at
the snaller). The report further identified that one
Approving Oficial was responsible for certifying nonthly
statenments for seven hundred (700) cardholders. The large
nunber of cardholders and broad span of control nade it
virtually inpossible to mintain a positive control
environment. [REF 41]

Card fees associated with the credit card program are
a challenge faced by vendors wlling to accept the
Governnent credit card. Al vendors pay GSA a one percent
fee each quarter for sales off their GSA Schedul es. Sone
agencies, such as the Ar Force, add their own one and

t hree-quarters percent industrial fee to purchases made off
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GSA contractual vehicles. These fees added to the bank
processing fees could result in a particular vendor paying
nore than seven percent in fees on a purchase price that is

al ready di scounted for governnent agenci es.

The bank fee is a form of risk managenent for the
banks as it covers non-paynent or fraud. Vendors consider
the high fees to certainly be warranted in the credit card
i ndustry, but do not consider themjustified in the federa
mar ket as the Government does not bear private sector
risks. The Governnment is the best custoner the world has
ever known. Joel Lipkin, senior vice president of sales
and custoner support for GISI, an information technol ogy
vendor, stated,

The governnment credit cards are highly controlled
and there are no issues of nonpaynent or fraud.

The fees need to be |owered. W can work on
remarkably low profits, but not on no profit.”
[ REFS 45, 46]

The interchange rate charged to vendors is a highly
conpetitive rate and can range anywhere from one to siX
percent. The vendors should be shopping for the best
rates. M. Bruce Sullivan, Director, Purchase Card Joint
Program Managenent O fice, advised this researcher that one
particular discount club nenber nerchant offers very
conpetitive rates for small vendors on the credit card
i ssued by their worldw de organi zation. [REF 19]

Anot her issue with the credit card program at | east
fromthe buyer’s perspective, is the apparent |ow threshold
for the card's use as a purchase vehicle. Wiile the
$2,500.00 single purchase limt may be sufficient for

purchasing pens, pencils and mscellaneous itens, many
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program hardware and information technology item prices are

hi gher . This low threshold limts Requiring Activities’
abilities to neet critical mssion needs, especially at
weapon systens fielding sites or test facilities. No
docunentation to support how the $2,500.00 I|imt was

determ ned could be |ocated, yet this researcher contends
that the |imt was tied to the then small purchase
threshold of $25,000.00 and that a sinple ten percent
figure was chosen. This threshold and small purchase |imt
suited the needs of the Federal Governnent in 1989 when the

credit card evolved given the small purchase threshol d.

In 1994 the Federal Acquisition Streamlining Act
redefi ned smal | pur chases renam ng them sinplified
acquisitions and raised the threshold to $100, 000. 00. Yet
no one considered the inpact of this change to the credit
card program On 25 July 2000, eleven years after
initiation of the credit card program Republican Roscoe G
Bartlett sponsored a bill to the 106'" Congress to address
this issue. This proposed |egislation, the Small Business
Federal Acquisition Sinplification Act of 2000, proposed
increasing the threshold for credit card wusage to
$25, 000.00 and in sone instances, over $25,000.00 provided
certain conditions were net. FAR 13.003(b)(1), as
currently witten, exclusively reserves each acquisition of
supplies or services between $2,501.00 and $100, 000.00 as
set asides for snmall business concerns. The proposed
legislation failed to include |anguage restricting those
purchases to small businesses and those entities rallied
strong opposition to the bill and it stalled in the
Subconmttee on CGovernnent Managenent, Information and

Technol ogy. [ REF 47]
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F. SUMVARY

This chapter provided the reader with an understanding
of how the credit card program started and how it has
evol ved. It described the issues Ileading to its
initiation, nost specifically the need for the acquisition
community to reform its policies and practices. It
reviewed the policies and procedures surrounding the
pr ogram Ceneric processes and controls concerning use of
the card were addressed. It also outlined the generic
steps program offices nust take to make a purchase with the
card and further outlined card usage by the contracting
community as a paynent vehicle. The final area exam ned

sone programissues and chal | enges.

Chapter |11 presents and discusses the results of the
dat abase exanmi nation and provides results of the surveys
identified in the Introduction. Data from all three

surveys as well as the database will be presented.
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[11. METHODOLOGY AND DATA PRESENTATI ON

A. | NTRODUCTI ON

This chapter contains the data collected via
l[iterature review, interviews, informal discussions and
surveys. It presents data gathered by the researcher

regarding the U S. Arny Communi cations El ectronics Conmmand
(CECOM Organi zations, the CECOM Acquisition Center, the
acquisition process before inplenmentation of the credit
card program t he process af t erwar ds and t he
metrics/reporting of credit card usage. Lastly, it presents
data gathered via three surveys (Cardholder, Approving
O ficial and Industry).
B. METHODOL OGY

To collect and obtain the data necessary for this
thesis, several nethods were wused. The initial phase

involved a thorough review of existing literature
concer ni ng t he credit card program Gover nnment
regul ations, i.e., the Federal Acquisition Regulation (FAR)

and its supplenents, the Defense Federal Acquisition
Regul ati on  Suppl enent ( DFARS) and the Arny Federal
Acqui sition Regul ation Supplenent (AFARS) were reviewed.
Addi ti onal docunments reviewed included GCeneral Accounting
Ofice (GAO reports, theses from Naval Postgraduate School

and other learning facilities, reports posted to the
Departnent of Defense (DoD) Credit Card Program Wb Site,

and General Services Admnistration (GSA) publications
relevant to the Program The researcher revi ewed nmgazi ne
articles and other miscellaneous publications regarding
users’ experiences wth this reform initiative. Thi s
literature review was conducted to provide a brief history
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of the credit card program and to provide the researcher an
understanding of the credit card programs inplenentation

and usage within the Federal Governnent.

In addi tion, t he CECOM  organi zation and t he
Acqui sition Center were reviewed in an effort to understand
the acquisition process from requirenents generation to
award before credit card inplenentation and after

i npl enentation of the program

In the next phase of the research, interviews and
i nformal discussions were conducted. The Activity Program
Coordinators (APCs) for the credit card program | ocated
within the CECOM Acquisition Center were interviewed to
| earn about the inplenmentation of the program at CECOM
Headquarters and to ascertain what |ocal policies and

procedures were in place for the conduct of the program

| nf or mal di scussi ons wer e hel d W th Cont r act
Speci al i st s, Purchasing Agents, and the Contracting
Oficers responsible for the mjority of the actions
subject to use of the credit card wthin the CECOM
Acqui sition Center to ascertain the extent of their use of
t he credit card. Each was gueri ed r egar di ng
reconmmendations for the program w t hin CECOM

The next phase involved extracting data from CECOM s
report databases. Miltiple databases exist within CECOM to
provide information to determne the inpact of the credit
card on the Acquisition Center’s workload and how the
procurement admnistrative lead-tine was affected. Any
changes in workload resulting from inplenentation of the

program were examned and recomendations to inprove
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program efficiency were nade. Data from Fiscal Years (FY)
1991 through 2000 were exani ned.

In addition to exam ning the databases, the researcher
exam ned the netrics used for reporting the usage of the
credit card at CECOM

During the final phase, surveys were developed to
enabl e cardhol ders, Approving Oficials and industry
counterparts to conment on the credit card program as

i npl enented wi thin DoD and, nore specifically, CECOM

A three-part cardholder survey assessed training
obtained as a result of their being approved as a
cardhol der, asked about card utilization in their office
and asked cardhol ders’ assessnent of the program at CECOM
Part one was designed to ascertain the extent of the
training program offered at CECOM for this Program both
initially and subsequently. Part two asked cardhol ders
about their experiences with vendors and sought information
on how rmuch tinme they spend a nonth performng credit card
functions. The third portion afforded cardholders the
opportunity to assess the program and to offer any
recommendations they may have for inprovenent to the

process. A copy of the survey is provided as Attachnment A

The survey issued to Approving Oficials consisted of
two parts. Part one was designed to obtain information on
the training program developed for this designated
of ficial. Part two afforded the Approving Oficials the
opportunity to assess the program and to offer any
reconmendations for inprovenment to the process/program A

copy of the survey is provided as Attachnent B
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A listing of all approved cardholders and designated
Approving Oficials was obtained from the CECOM Activity

Program  Coordi nators (APCs) . The surveys wer e
el ectronically dissem nated. Responses were received in
the same manner from each respondent. Unfortunately, this

met hod of distribution and response did not allow for
autonony of the respondent, but each was assured in the
preanbl e instructions to the survey that responses woul d be

kept confidential.

A third survey was issued to industry. The intent of
this survey was to ascertain industry s perspective on the
Governnent’ s usage of the credit card. These surveys were
mai | ed to conpani es who have received awards placed through
the Center’s Base Operations Teans during Fiscal Years 1999
and 2000. In addition, conpany nanmes and addresses were
obtai ned from several Contract Specialists within the Base
Operations area who had recently developed solicitation
mailing lists for year-end buys. A third set of nanes and
e-mai|l addresses was obtained from the systens automation
t eam This team maintains a running roster of conpanies
registering to participate in reverse auctions over CECOM s
web page. These conpanies were chosen because the
i npl ementation of the credit card program would have had
the biggest inpact on business with these firnms because of
the variety and types of supplies/services being purchased.
The Base Operations teans award all information technol ogy
requi rements for CECOM and the resident activities as well
as all other base operating type efforts. A copy of the

survey is provided as Attachnment C
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C. REVI EW OF THE ORGANI ZATI ON

The U S, Arny Conmunications Electronics Command
(CECOM), Fort Monnmouth, New Jersey is a major subordinate
command of the Arny Materiel Comrand, Al exandria, VA The
Fort Monnmouth comrunity is conprised of CECOM el enments and
Program Executive Oficers (PEGCs) reporting directly to the
Arnmy Acqui sition Executive.

The CECOM mission, fully defined in CECOM Regul ation
10-1, is detail ed bel ow

To exercise life cycle integrated nmanagenent,
proj ect managenent, and systens acquisition,
i ncluding research, devel opnent, engi neeri ng,

product assurance, fielding, testing, production,

materi el acquisition, readiness, and integrated

| ogi stics support of assigned DOD Arny tactical

strategic and sust ai ni ng base I nformati on

t echnol ogy; conmand, control, communi cat i ons,

conputers and intelligence; electronic warfare;

sensors (I T/ CAIEW5) systenms and equi prment. [REF

48]

To fulfill this mssion, the CECOM Fort Monnouth
el ements consist of the Commanding General and his staff
(i.e., Resource Managenent, Personnel and Training, Legal
Corporate Information, Internal Review, |nspector General
etc.), the U S Arny Garrison Commander and his staff
(i.e., Departnment of Public Wrks, Transportation, Garrison
Budget, Housing, etc.) and five Centers (Logistics and
Readi ness; Systens Managenent; Research, Devel opnment and
Engi neering; Software Engineering and Acquisition). In
addition, this mssion is supported by five PEGCs: Comrand,
Control, Comrunications systens; Intelligence Electronic
Warfare and Sensors; Standard Arny Mnagenent |nformation

Systens; and Reserve Conponent Automation Systens and
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Aviation. These PEGs are supported by a nultitude of
Program Managers who are physically resident at Fort
Monmout h and are supported by the CECOM Commandi ng Gener al
the Garrison Conmander and their staffs.

Card usage expedites acquiring supplies and services
needed for m ssion requirenents, stream i nes paynent
processes and, nore inportantly, reduces admnistrative
costs associ at ed W th Pur chasi ng Agent s/ Cont r act
Specialists witing the nore traditional paper based
contractual docunents. In addition to Contracting Oficers
having the right to bind the Governnent when they purchase,
designated Federal Requiring Activity individuals are now
enpowered to purchase supplies and services under the
$2, 500. 00 mi cro-purchase threshol d.

Anot her avenue available to Requiring Activities and
the Contracting Oficers for purchase/paynent is the
accommodat i on/ conveni ence checks tied to the cardhol ders
credit card account. These checks could be used in any
i nstance where the vendor does not accept a credit card
These checks were discussed with the Contracting Oficers
in the Base Operations area. They indicated that a neeting
in May 2000 had been held with the Resource Managenent
Ofice, the responsible entity for the nanagenment of the
check system The Resource Managenent office chose not to
proceed with this initiative. The senior manager there was
concerned that their office would beconme a disbursing
office and was not anenable to accepting responsibility for
adm ni stering such a program for the Conmmand. [REF 49, 50]
As noted in Chapter 1I, the cardhol der issuing the check to
the vendor is charged a service fee of tw percent per
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check. This fee conmes fromthe Activity' s direct operating
budget, not from an overall account established for the
Command. Anot her drawback noted in Chapter 1l is the
adm nistrative tasks associated with tracking paynments to
vendors so that at calendar year-end, the IRS Form 1099M

can be prepared and issued to the vendors.

The organization within CECOM responsible for the
managenent and oversight of the credit card programis the
Acqui sition Center. Since a task order against the GSA
Feder al Suppl y Schedul e initiates action for any
organi zation to becone part of this acquisition reform
initiative, it is logical that the office issuing the task
order will be the responsible party.

D. REVI EW OF THE ACQUI SI TI ON CENTER

The CECOM Acquisition Center is headquartered at Fort
Monmout h, New Jersey with primary subsidiary offices in
Fort Huachuca, Arizona and Wshington, D. C There are
several small renote offices in the U S. and Overseas
The Acquisition Center provides acquisition services in
support of Command, Control, Conmunications, Conputers,
Intelligence, Warfare and Sensors (Team C4I EW5), and the
Arny Signal M ssion.

Wthin the Fort Mnnouth Acquisition Center site,
there are approximately 400 civilian enployees. These
enpl oyees are segregated into four Sectors, each led by a
GS-15 Chief reporting to the Deputy Director who reports to
the Director. There are three “buying” Sectors and one

Acqui sition Busi ness Process Sector.

The buying sectors are responsible for the mssion

acconpl i shnent of awarding contracts resulting from
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requi renents packages received from their respective
customers. The Sectors are structured to support particul ar
custonmers with overflow of common itens in sonme. The Space
and d obal Conmuni cati ons  Sect or has four Cust omer
Representatives and nineteen Contracting Oficer teans
supporting the follow ng: Logistics Readiness Center (both
at Fort Mnnmouth and Tobyhanna Arnmy Depot); Project
Manager , Mlitary Satellite Communi cat i ons; Pr oj ect
Manager, Defense Communications and Arny Transm ssions
Systens; Project Manager, Tactical Radio Conmunications
Systens; Project Mnager, Soldier Program Deputy Chief of
Staff for Operations; and Project Manager, Avionics.

The G ound Conmunications and Technical Servi ces
Sector has four Custoner Representatives and seventeen
Contracting Oficer teanms supporting the follow ng:
Project Manager, Command and Control Systens; Project
Manager, Warfighter, | nf or mat i on Net wor k- Terrestri al ;
Systens Managenent Center and Conmand Technical Services
(OWNI BUS Contracts).

The Battlefield Electronics Comunications Sector has
four Cust oner Representatives and twenty Contracting
O ficer teans supporting non-standard Foreign Mlitary
Sal es; Base Operations; Project WMnager, Comon G ound
Station/Signals Warfare; Research and Devel opnent Center;
Pr oj ect Manager , Common Ground Station/Aeri al Common

Sensor; and Project Manager, Conbat |dentification.

The Acqui sition Business Process Sector supports these
three Sectors and all renpote |Ilocations by supplying

services in the following areas: process change,

62



electronic initiatives, acquisition workforce devel opnent,

busi ness operations, nonitoring and anal ysis and systens.

Each of the buying sectors also has an individual
designated as a Joint Partnering Contracting Representative
responsi ble for serving as the Center’s primary point of
contact with the major contractors with whom the Center has
existing contracts. These include: |ITT, Raytheon, General
Dynam cs, Mtorola, Lockheed Martin and Litton.

Fort Monnouth has no post, canp or station Directorate
of Contracting office. There is no Non-appropriated Funds
(NAF) Contracting Ofice wthin the Center. All NAF
purchasing is acconplished by one individual reporting to

the CGivilian Personnel Director at Fort Nbnnout h.

There is an Admnistrative Contracting Oficer (ACO
within the Fort Monnouth Garrison who administers the real
property nmaintenance contract for the Installation. The
Acquisition Center awards the basic contract through
conpetitive neans and then the ACO within the Garrison
contracting cell admnisters the contract throughout its

life.

O the fifteen (15) groups wthin the Acquisition
Center all, except one, support mssion requirenents of the
activities resident at Fort Monnmouth. Wthin this excepted
group, one team supports mssion requirenents while the
remai ni ng t wo support Base Qper at i ons, i nformation
technol ogy, construction, and services requirenents from
all activities on the Installation.

Wthin the Center, distinctive procurenent instrunent
identification nunmbers (PIINs) exist - DAABO7 for the
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m ssi on wor k| oad and DAABOS8 for t he Base
Oper ations/ conputer support workl oad. The two groups
operate as different entities while being part of the sane
Center. The primary research for this endeavor addressed
the DAABO8 group, the area within the Acquisition Center
where existing usage of the credit card was the highest and
where increased wusage has higher potential/advantages.
Thi s DAABO8 group, which from here on will be referred to
as Base Qperations, consists of two warranted Lead Contract
Speci alists, four Contract Specialists, three Purchasing
Agents and one part-time Procurenent d erk.
E. ACQUI SI TI ON PROCESS BEFORE CREDI T CARDS

Prior to CECOMs inplenentation of the credit card
pr ogram any requirenent received from any activity
regardl ess of dollar value initiated a contractual action,
requiring conpetition anmong a mninmnum of three sources
unl ess the action resulted in an order being issued agai nst
an already existing unbrella contract or a GSA Federal

Supply Schedul e.

The acquisition process at Fort Mnnmouth originates
when a Requiring Activity determines a need for a
particular service or supply item The activity wth the
need initiates an acquisition requirenents package (ARP) to
i nclude a fundi ng docunent. For the m ssion requirenents,
the Requiring Activity initiates the automated Procurenent
Wrk Directive (AMC Form 2110) in the Command Comuodity
St andard System ( CCSS) .

For the Base Operations requirenents, Requi ri ng
Activities generate a DD 1348, Requisition For Supplies, or
a DA 3953, Purchase Request and Comm tnent, for services.
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At the outset of this research effort, the DD 1348 and DA
3953 were manually generated and delivered to the
Acqui sition Center for action. In March 2001, both funding
docunents were automated to conply with the Departnent of
Defense’s (DoD s) mandate for paperless acquisition.
Service requirenents are now generated through the
automated requisition entry nodule developed by Anerican
Managenent Systenms to interface wth the Standard
Procurenment System Every Requiring Activity wth the
exception of one utilizes this systemto generate paperl ess
requi renments docunents to the Acquisition Center. The
supply requirements are generated through a U S Arny
Garrison, Fort Monnouth, autonmated system known as the
Material Acquisition Processing System (MAPS). This is a
unique Army Materiel Command (AMC) system wed to contro

and manage the property books of all subordi nate conmands
within that major conmmand. CECOM has nmandated use of this
system for all supply requirenents regardless of whether

the item being purchased is accountable property.

Regardl ess of which formis utilized to initiate the
procurenent request, the process for all requirenents
remai ns the sane whether an automated systemis used or not
(see Figure 5). Once the funding docunent is generated, it
is forwarded to the Requiring Activity's budget office.
Budget approval indicates that funds are available and a
docunent nunber is assigned to enable ease of tracking

t hrough the acquisition cycle.

The requirenment is then delivered to the Acquisition
Center where conpetition is sought, an award is nmade,
distribution of the award docunment is made to include the
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Def ense Finance Accounting Service (DFAS), the nerchant
delivers, the warehouse receives, the invoice gets
submtted, the Purchasing Agent/Contract Specialist tracks
payment to the vendor (if tinme permts), and, if the
Agent/ Speci alist can verify the anount paid the vendor, the
award docunent is closed. The time expended by the
Acquisition Center to fulfill requirements from Requiring
Activities that fell below $2,500.00 often generated nore
costs to the Government than the purchase price of the
item

The one exception for an action being sent to the
Acqui sition Center would be if a delegation of authority or
ordering officer approval exists for an activity outside

the Center which would allow them to order from existing

contractual vehicles; 1i.e., Blanket Purchase Agreenents
(BPAs) , I ndefinite-Delivery I ndefinite-Quantity (1D Q
Contracts, etc. The BPA contractual vehicles are very

heavily used in the Base Qperations area and, prior to
inplementation of the credit card program were the only
means of decentralization with the exception of the real
property mai nt enance contract adm ni stration bei ng
conducted by the Garrison contracting cell. No ordering
officers are designated for any of the 1D Q OW BUS
contracts awarded by the Center.

BPA establishnment is the responsibility of the
Contracting Oficers within the Base Operations teans.
Their use is not w despread throughout Fort Monnmouth. The
primary users are the Departnment of Public Wrks and the
CECOM Legal O fice. All  other entities wthin CECOM
initiate their requirenents and forward them either
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manual ly or electronically, through the process steps to

the Contracting O ficers for action.

An individual designated as an ordering officer could
pl ace calls against existing BPAs. This process would
start upon receipt by the ordering officer of a properly
funded purchase requisition fromtheir activity. The only
advantage to having an ordering officer was to the workl oad
managenent of the CECOM Acquisition Center personnel
Havi ng the designated ordering officer elimnated no steps
in the acquisition process.

F. ACQUI SI TI ON PROCESS AFTER CREDI T CARD | MPLEMENTATI ON

After CECOMs inplementation of the <credit card
program any requirenment received from any activity over
$2,500.00 initiates a contractual action, requiring
conpetition among a mninmum of three sources unless the
action results in an order being issued against an already
existing wunbrella contract or a GSA Federal Suppl y
Schedul e.

The requirenents generation process at Fort NMnnouth
is no different for actions received for the Base
Operations area whether the item has a price of $2,501.00
or $2,500, 000. 00. Granted, the Federal Acquisition
Regul ation, as well as other rules, regulations and
policies nmandate certain procedures to be followed to
effect these contractual actions, but the inpact to the
Requiring Activity is the sane. They nmust generate a
requi renments package, gain all approvals and send it to the
Acqui sition Center for action. The credit card program
elimnated that requirenent for over 51,000 actions in
Fi scal Year 2001 for all of CECOM [ REF 51]
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CECOM inplenented their interpretation of the credit
card program in FY91 and issued authorizations for 33
cardholders to purchase at the mcro-purchase |evel.
Today, there are 586 authorized cardhol ders; 267 of which
are physically resident at CECOM s Fort Mnnouth site. O
the 267 cardholders on Fort Mnnouth, 245 are enpl oyees of
Requiring Activities authorized to utilize the card for
m cr o- purchases (buys |ess than $2, 500. 00).

Even though the program started in FY91l, the Center
did not start pronmoting its use until FY96. This is also
the first year that any neasurenent data were naintained on
usage of the credit card. The primary and alternate APCs
were relocated from the Base Operations group to an
acqui sition managenent group in FY9 to track/adm nister

CECOM s inplenentation of the credit card program [ REF
52, 53]

Table 2 provides the total nunber of m cro-purchase
transactions acconplished by all CECOM cardholders from
FY96 through FYOl. These nunbers represent the entire
universe of CECOM not just the Fort Mnnmouth site, the
focus of this research. The primry purpose for inclusion
was to give the reader an appreciation for the program
growt h t hroughout CECOM [REF 51]

In FY96 the percentage of m cro-purchase transactions
awarded via the credit card was 84% wth that percentage
increasing to 97% i n FY99. [REF 54]
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Tot al Aver age

Fi scal M cr o- pur chase Number of Acti ons

Year Acti ons Car dhol der s Per
Car dhol der

96 19, 427 326 59. 59
97 17, 215 282 61. 05
98 27,661 564 49. 04
99 34,042 586 58. 09
00 37, 492 612 61. 26
01 51, 380 655 78. 44
Tabl e 2. CECOM Use of Credit Card.

From CECOM APCs

Research noted that the Acquisition Center was very

slow to “get on board” with inplenmenting the credit card.

One of the key elenents of the acquisition reform novenent

was the reduction of personnel. Due to that reduction

activities were encouraged to exam ne existing processes to
identify streamining efforts to mnimze the inpact of
personnel |losses. In an effort to learn if the credit card
initiative of relegating purchase authority to Program
Ofices had inpacted the workload of the Acquisition
Center, the researcher reviewed the hard copy files of the
Mont hly Summary of Contracting Actions, DD Form 1057. This
form reports all actions under $25,000.00 and serves the
same reporting function as the Individual Contracting
Action Report, DD 350, for all actions over $25,000.00.
The difference is that the DD 1057 is an end of the nonth
conpilation of all actions awarded during the nonth and
this reporting nechanism provides a breakdown by dollar
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val ue of those actions. The researcher extracted data from
the forns that provide a snapshot of contractual actions
under $2,500.00 awarded by the CECOM Acquisition Center

since adoption of the credit card program

Table 3 provides the results of that review and
conpares the contractual actions acconplished by the DAABO7
and DAABO8 areas of the Acquisition Center to the nunber of
m cr o-purchases acconplished by the Requiring Activity
cardholders at the Fort Mnnmouth site. [REF 55] This
acquisition reform initiative, along wth others, has
enabled the CECOM Acquisition Center managenent to right
size the organization wthout having to effect any
reduction in force procedures. In 1991, the CECOM
Acquisition Center enployed approximtely 1200 civilians;
today there are approximtely 400. Since 1996, in the
DAABO8 area, personnel nunbers were reduced from 33
Pur chasi ng Agents/Contract Specialists to seven (7), the
current nunber of Purchasing Agents/Contract Specialists.
[ REF 50]

The rel ationship between decreasing nunbers of actions
acconplished by the Acquisition Center personnel (DAABO7
and DAABO8 actions) and the increasing nunber of mcro-
pur chases acconplished by Requiring Activities affirns that
credit card usage has alleviated workload requirenents for
the contracting workforce enabling them to reduce their
personnel in line with reductions taken by other activities

wi thin the Conmand.
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Acqui sition | Acquisition Requi i ng
Fi scal Cent er Cent er P
. . Activities
Year Acti ons Acti ons Pur chases
( DAABQ7) ( DAABOS8)
92 483 5329 *
93 150 5636 *
94 101 5240 *
95 125 3734 *
96 109 2356 5,578
97 57 1456 10,171
98 54 564 13, 893
99 46 431 12,991
00 45 219 16, 671
01 29 131 27, 643
Tabl e 3. Nunber of Actions Under $2500.
From CECOM Dat abases *No dat a.

During the course of this research, the researcher
di scovered that <credit card usage at Fort Monnouth is
restricted to a purchase vehicle for itenms $2,500.00 or
less and to a paynent vehicle for anything priced over
$2, 500. 00.

Every purchase with the credit card reduces DFAS
paynent fees from $17.88 per line of accounting to $6.21
creating savings for the individual activities. These
savings help the users offset the costs of card
adm nistration. [REF 32]

The CECOM Acquisition Center is quite unique in usage
of the credit card in that it has authorization for both
uses. The followng discusses the two uses within the
Center.
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1. Purchase Card Use

The Acquisition Business Process Sector is the single
non- contracting sector within the CECOM Acquisition Center.
This fact allows this sector to maxi mze card usage for any
action under $2,500.00 in the sanme manner as any other
Requiring Activity would. In essence, this sector is
anot her Requiring Activity supported by the renaining three

contracting Sectors within the Center.

At the outset of this research effort, two individuals
possessed a purchase card for the Center. One of these
cardholders is a Purchasing Agent within the Base
Operations area; the other, a Contract Specialist, GS 1102,
in the Business Process Sector, the non-buying sector of
the Center.

The Purchasing Agent is the ONLY cardhol der on Fort
Monnmout h possessi ng both purchase and paynent credit cards,
mai ntai ning and having to reconcile two separate accounts
each nmonth. During queries on this matter, the researcher
di scovered that Requiring Activities are not restricted to
t he nunber of cardholders in their organizations. They may
request as many as they w sh. But, each individual has
only one card, one account and is responsible to only one
Approving O ficial. This particular Purchasi ng Agent
reports to two separate Approving Oficials depending on

which card is utilized.

The researcher examned the process inplenented at
CECOM for use of the purchase card. The steps outlined
below are specific as they reference the Center, but

verification of this process anong outside users, validated
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that this process exists for all Requiring Activities’

usage of the card.

Step 1: Requestor (from any of the buying
sectors wthin the Center) conpletes a VISA
Supply Purchase Request form providing a
description, unit of issue, quantity desired,
unit price, total itemcost and a source.

Step 2: Form routed to Goup Leader for
si gnat ure.

Step 3: Formgiven to the cardhol der’s Approving
O ficial for purchase approval.

Step 4: Form hand-carried to Center’s Resource
Managenent Budget Anal yst for budget approval.

Step 5: Form is carried to the 1102 cardhol der
in the Business Process Sector, who assigns a
control nunber and he then hand carries the form
to the Purchasing Agent in the Base Operations
ar ea.

Step 6: The Purchasing Agent calls the source
and pl aces the buy.

Research of this process reveal ed that requestors from
as far away as Fort Belvoir in Virginia (CECOM el enents
attached there) submit the original signed form to the
Approving Oficial for the kickoff of the six-step process.
[ REF 50]

Three cardholders within the Acquisition Center are

|located in the training branch within the Business Process

Sector and, in conpliance with the Under Secretary of
Defense’s direction of 1 Cctober 1998, utilize the credit
card to pay for all individual or group commercial training

val ued at or bel ow $25, 000. 00.

In early 2001, the Governnent Self Service Supply
Center was converted to a contractor facility. Credit

cards were issued to approximately fifty (50) new
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cardhol ders at CECOM Fort Monnout h. Twenty (20) of these
new cardhol ders are within the Acquisition Center. These
cardhol ders are Procurenent Cerks/Secretaries with card
use restricted to the contractor facility, Ofice Depot.

2. Using the Card as a Paynent Vehicle

As previously noted, a distinction tied to dollar
val ue has been made for the card — used only as a paynent
vehicle for buys over $2,500. 00.

Three Contract Specialists and three Purchasing Agents
hold paynent credit cards. Two Contract Specialists are
| ocated in the DAABO7 m ssion area of the Center, while the
third Contract Specialist and the three Purchasi ng Agents

are in the DAABO8 Base Operations area.

An incident that occurred in the Base Qperations area
was relayed to this researcher for potential use in this
effort. This researcher was advised that a particular
vendor infornmed a Contract Specialist that he would accept
the credit card for paynent. The Specialist advised him
she did not possess a card; therefore, she could not
accommmodat e hi s request. Four (4) Cont ract
Speci al i sts/Purchasing Agents in this individual’s area
possess a credit card. The three (3) Purchasing Agent

paynent credit cards are rarely used.

The Contract Speci al i st within the DAABOS, in
coordination wth the Contracting Oficer, initiated
efforts during Fiscal Year 2001 to utilize the credit card
as the paynment nechanism for all Purchase O ders/Delivery
Orders witten for information technology requirenents.

This action has elimnated hours of adm nistrative efforts
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on this Specialist’s part to track deliveries, invoice

subm ssi ons and paynents.

The Contract Specialist is aware inmediately of any
di scounts given to the Governnment when the invoice is
received and paynent is nmade. This know edge allows the
Contract Specialist to issue a nodification to the Purchase
Order/Delivery Order reducing the contract anount to the
actual paynment anount, thereby elimnating unliquidated
obligations before the dollars expire and are no |onger
avai l abl e for adjustnent. Prior to Novenber 1990, expired
accounts were available to finance wvalid obligation
adj ustnents and disbursenents for a period of tw years
after expiration. At the end of this two-year period, all
unliquidated funds were transferred to the nerged "M
account. The Fiscal Year (FY) 1991 National Defense
Aut hori zation Act (Public Law 101-510, 5 Novenber 1990),
Title XV, Section 1405 directed a phased elimnation of
merged "M account beginning on 5 Decenber 1990 with tota
elimnation on 30 Septenber 1993. Unobligated bal ances were
elimnated on 5 Decenber 1990. This law also changed the
availability of expired accounts from two to five years
Beginning wth FY91 funds, all unliquidated obligations
(ULGCs) and wunobligated balances are canceled five years
after an appropriation expires. [REF 56] Know edge of
actual paynent is an essential elenment to avoiding | ost

dol | ars.

Credit card paynent permts imrediate closeout of the
Purchase Order/Delivery Order. Cycle tinme, the nunber of
days from receipt of the requirenents package to actua
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date of <contract closeout, for these actions has been
reduced by as nuch as six (6) nonths. [REF 50]
G METRI CS/ REPORTI NG

The next phase examned the reporting processes, if
any, and the levels of credit card usage being reported if

at all.

Wth every new initiative, neasurenments are a critical
el enent for determ ning success or failure. Anticipating
the establishnment of some form of netric for this reform
initiative, AMC issued a nmenorandum dated 30 August 1995,
informing its subordinate commands of their requirenent to
initiate quarterly reporting of credit card usage. [ REF
51]

The FY 1998 National Def ense  Aut horization Act
reinforced the wuse of the credit card by including a
requirement for the Secretary of Defense to ensure sixty
(60) percent of all mcro-purchases be nade through
stream i ned procedures by OCctober 1, 1998 and set ninety
(90) percent as the goal to be net by OCctober 1, 2000.
This netric was defined by the Secretary in his 1998 Annual
Report to the President and Congress as Goal 3. [REF 11]

In conpliance with these reporting requirenents, the
CECOM Acquisition Center’s APCs asuned responsibility for
this netric and reporting. They receive a quarterly bank
run which delineates all credit card actions under
$2, 500. 00. At the conclusion of every nonth, the DAABOS8
Base Operations area submits a listing to the APCs of all
actions awarded under $2,500.00. This listing is drawn
from the Standard Procurenent System the automated system

used by the DAABO8 teans to award their contractual
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actions. For the DAABO7 m ssion teanms, the APCs receive a
report from the Center’s Mnitoring and Analysis Branch
listing the total nunber of actions awarded under $2,500.00
for the quarter. The APCs count the total nunber of
actions wunder $2,500.00 and calculate the percentage of

t hose actions awarded using the credit card.

By the end of Fiscal Year 1997, CECOM credit card
users had acconplished ninety-three (93) percent of al
actions under $2,500.00 by using the card. This percentage
continued to increase and by the end of Fiscal Year 1999,

CECOM was mai ntai ning a ninety-seventy (97) percentile.

AMC had established a goal of 91% for both
transactions and dollars for FY99. The researcher reviewed
the Arny Materiel Command's site rollup for mcro-purchases
for FY99. The majority of the AMC subordi nate conmmands
were maintai ning high percentages in both transactions and
dollars. CECOM had the | owest percentage in the nunber of
transactions (97% and in total dollars (96% of the five
subordinate comuands reported. Review of the rollup
reveal ed that all reporting commands renai ned consistent or
i ncreased their percentages of wusage throughout FY99 wth
the exception of CECOM While transactions were

consi stent, the percentage of dollars decreased. [REF 54]

In conpliance with a My 18, 1999 Ofice of Federa
Procurenent Policy Menorandum AMC ceased reporting mcro-
purchases. This nmenorandum directed agencies to not report
them as they realized that the General Servi ces
Adm nistration (GSA) was also reporting these actions.

Therefore, FY99 was the last year any netric reporting data
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were maintained by CECOM for this reforminitiative. [REF
57]
H. CARDHOLDER SURVEY RESULTS

A conposite listing of all cardholders, specifying
their individual nonthly I|imts, their organizations,
of fi ce synbols, phone nunbers and Approving Oficial’s nane
and phone nunber was provided by the APC

Whi | e each has a single purchase limt of $2,500.00 or
| ess, the nonthly limts range from $500.00 to $300, 000. 00.
The nmonthly limts are determ ned by the Approving Oficial
and are established with the Bank by the APC. These |limts
are based on the needs of the Activity and the spending
profile of each cardholder. Since the listing provided
this data, there was no need to ask for this information in
the particular survey. The result of the review of the
listing indicated the nmonthly levels as shown in Table 4.

The percentage represents the total cardhol der popul ation.

AMOUNT PERCENTAGE

Under $2500 19

$2,501 - $4,999 5

$5, 000 - $9, 999 16

$10, 000 - $19, 999 26

$20, 000 - $29, 999 17

$30, 000 - $39, 999 3
$50, 000 - $99, 999

$100, 000 + 5

Tabl e 4. Mont hly Transaction Limts.
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Surveys wer e sent el ectronically to t he 267
cardhol ders physically located at Fort Mnnmouth. Thirty-
four (34) responded for a twelve (12) percent response

rate.

The survey conprised three parts, Training, Card
Utilization in Your Ofice and Assessnent of the CECOM
Credit Card Program for a total of twenty-one questions.
It was fornulated by the researcher to obtain cardhol der
specific information regarding the credit card program The
first part sought information on the types, duration and
content of training the cardhol der received in preparation
of card receipt. The second part requested inputs on actual
card utilization to ascertain any unique processes invoked
by the individual offices to facilitate usage of the card.
Part three asked participants to assess the existing credit
card program and to rate the program on a scale of one to
ten with ten being excellent.

1. Traini ng

The intent of this section was to determne if the
required training was being conducted, how it was being
conducted, the content of the training, if the training
adequately prepared individuals to be cardholders and if
they had received followup training. Finally, the

cardhol ders were asked if the training could be inproved.

Question 1. How many hours of credit card training

did you receive prior to becom ng a cardhol der?

Resul ts. Ni nety-seven (97) per cent of t hose
respondi ng answered this question. The hours of training
ranged from as few as one to as nmany as twenty-four. Ten

(10) percent responded that they had attended GSA-sponsored
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formal credit card training either in a 2-day session or a
3-day session. The ranges of training are displayed in
Tabl e 5.

As displayed below, the mjority of cardholders

recei ved eight hours with four hours as the close second.

Nunber of Hours Per cent age

(%
1 6
1-2 6
2 9
3 3
4 17
6 3
8 26
10 6
12 6
16 9
20 3
24 6

Tabl e 5. Car dhol der Trai ni ng Hours.

Question 2. What type of training did you receive?

Results. Eighty-six (86) percent were trained locally
by the Installation. This individual responsible for the
training is the Activity Program Coordi nator. El even (11)
percent received formal training through GSA either in 2
day or 3-day sessions. Eleven (11) percent, in addition to

the local training, availed thenselves of on-line training.
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O hers were trained by the following various nethods:
video, contracting officer representative course, and
training by installation personnel at former wor k

| ocati ons.

Question 3. \What was the content of the training you
recei ved? (please check all that nmay apply)
Background of the Governnment Credit Card Program

FAR/ DFARS Regul ati ons governing use of the credit
card

Saf eguarding the credit card

Unaut hori zed use of the credit card

Your liability as a credit card hol der
What to do if your card is lost or stolen

Record keeping and retention requirenents.
Resul ts. Seventy-two (72) percent indicated that

their training content covered all seven areas noted above.
The remaining twenty-eight (28) percent responded wth
varyi ng degrees of content while one hundred (100) percent
of the remminder stated that they had received training
regarding the unauthorized use of the card. Only eleven
(11) percent of those renmaining responded that they had
been trained in the FAR/DFARS regulations or in their
liability as a credit card hol der.

Question 4. Did the training you receive adequately

prepare you for the duties of cardhol der?

Resul t s. Ei ghty-one (81) per cent responded
affirmatively to this question. The remainder provided the
foll owi ng coments:

Use card for paynent; could use training that
focuses on this particul ar use.
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Credit card training separate from MAPS;
practically one and the sane. Geatest source of
training, especially record keeping was QT by
nor e experienced cardhol der.

It did not cover how nuch tinme | wuld be
spendi ng managi ng the process.

Length of training was not enough. Learned a | ot
through trial and error.

Question 5. Have you received followup training?
Yes/ No.
Results. Fifty-one (51) percent of those responding

i ndi cated that they had received follow on training while
forty-three (43) percent indicated none had been received.

Six (6) percent provided no response.

Question 6. Do you feel the training can be inproved?

Yes/ No. Pl ease expl ain.

Resul ts. El even (11) percent failed to respond to
this question. Fifty-four (54) percent responded, “Yes” to
this question. O those, thirty-two (32) percent offered
no reconmendations for i mprovenent . The remai nder
suggested followup training, nore one-on-one sessions and
providing witten instructions to them Thirty-four (34)
percent replied negatively to this question yet seventeen
(17) percent provided a coment that mandatory follow-up
trai ni ng woul d be beneficial.

2. Card Uilization in Your Ofice

Question 1. Has your office published witten
procedures that nust be followed when making a credit card

purchase? Yes/ No
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Resul t s. Fifty-five (55) percent responded yes;
thirty-four (34) percent responded no and eleven (11)
percent provided no response. O the thirty-four percent
respondi ng negatively, seventy (70) percent indicated that
their offices utilized the instructions provided by the APC

and felt no further guidance was necessary.

Question 2. Do the vendors that you deal with readily

accept the credit card? Yes/No. If no, please explain.

Results. Six (6) percent of those respondi ng provided
no response to this question. The renaining ninety-four
(94) percent all responded positively with one comment
of fered. That comment was from a cardhol der who used the
mechani sm strictly for paynment purposes and the individua

i ndi cated that the vendor wants the card nunber up front.

Question 3. If the selected vendor will not accept
the credit card, do you:
search for another vendor

prepare the required exception waiver and submt
the requirenent to the buying office

cancel the requirenent
have anot her plan of action. (Please explain.)
Resul ts. Twenty (20) percent provided no response to
this question. O those responding, sixty-three (63)
percent indicated that they search for another vendor. Ten
(10) percent of those indicated that if they cannot |ocate
anot her vendor, they proceed with preparing the required
exception waiver and submt the requirenent to the
Acqui sition Center. O the eleven (11) percent responding

that they had another plan of action, only half indicated
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what their alternative strategies were. One option

presented was the use of non-appropriated funds.

Question 4. \What criteria are used to determ ne what
itenms get purchased using a credit card (i.e., dollar
anount, type of item wurgency of need) and who nekes the

decision to use the credit card?

Resul ts. Ei ghteen (18) percent did not respond to
this question. O the eighty-two (82) percent that did
provide an answer, the primary criteria used by forty-three
(43) percent was the dollar anpbunt. Only seven (7) percent
responded that urgency of need was their deciding factor
for using the card. Twenty-one (21) percent responded that
they use the card strictly for office supplies. Four (4)
per cent responded that their criteria were if t he

Contractor accepted the card.

As for who naekes the decision, fifty (50) percent of
those respondi ng provided no answer to the second part of
t he questi on. O those who did, twenty-two (22) percent
indicated that the Approving Oficial was the decision
authority, while fourteen (14) percent indicated the
Director, Deputy, Supervisor or Top Managenent. Seven (7)
percent of the cardhol ders nade the decision

Question 5. During a normal nonth, how nuch total
time do you spend making mcro-purchases with the credit
card? This includes time spent on the tel ephone or face-

to-face with vendors neki ng the actual purchases.
| ess than 5 hours/nmonth
bet ween 5-10 hours/nonth
10-20 hour s/ nont h
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over 20 hours/nonth; how nuch?

Resul ts. Nine (9) percent did not answer this
question but the majority did provide reasons for not doing
so — they used the card as a paynent vehicle and were not
t heoretically maki ng actual purchases.

Less than 5 |29%
Bet ween 5-10 | 29%

10-20 24%
Over 20 9%
Tabl e 6. Hours Spent on M cro-Purchases Per

Mont h/ Per cent age of Cardhol ders.

Question 6. Gven the tinme noted above, how nany

actions (on an average) does this tine entail?

Resul ts. Seventy-three (73) per cent provided a
specific nunber or range of nunber of actions they
acconpl i shed each nonth by using the card. The answers
ranged fromtwo (2) purchases a nonth to one hundred twenty
(120) per nonth.

Question 7. O her than nmeking the actual purchases,
how nmuch time do you spend during a nornmal nonth on other
related activities involving the card, such as statenent

reconciliation, error corrections, problens/disputes, etc?

Results. O the ninety-one (91) percent responding to
this question, fifty-two (52) percent indicated they spend
less than three (3) hours a nonth on other activities.
Twenty-nine (29) percent indicated they expend between 5-10
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hours while nineteen (19) percent responded they spend
anywhere from 20-40 hours a nonth.

3. Assessnment of the Credit Card Program

Question 1. Do you consider the current CECOM
Acqui sition Center credit card instructions (handbook) to
be adequate and that they fit your needs? Yes/ No. Pl ease

expl ai n.
Resul ts. Sevent y- si X (76) per cent responded
positively to this question. Several stated that it

contained information they could refer to at a |ater date.
Fifteen (15) percent replied no. Several of these no
responses were because the cardholders were using the card
strictly as a paynment vehicle; others do not renenber ever

havi ng seen the handbook.

Question 2. Is your purchasing limt of $2500.00 per
transacti on:
too high
too | ow
just right? Please explain.

Resul ts. Nine (9) percent considered their limt too
hi gh, one respondent particularly noting that the Iimt has
proven too high in light of abuse in articles recently read
i n newspapers. Thirty-two (32) percent considered it too
low and nmany of those responding stated that their
positions were in Project Manager shops where m ssion
del ays were being experienced due to the low limt. But
fifty (50) percent considered the limt just right for
t heir needs.
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Question 3. Do you believe the credit card program
has i nproved or hindered the small purchase process wthin
CECOV? Pl ease expl ain.

Results. Seventy (70) percent responded positively in
that the program has inproved the snall purchase process
within CECOM Comments shared with the researcher are noted

bel ow.

Definitely i mproved!! I was around when
everything was done through Small Purchases and
it took forever.

Proven to be an additive as far as tracking
dollar anpount; tinefrane itens were purchased;
how many tines per nonth/year that a particular
item had to be purchased.

Geatly inproved the speed of purchasing.

FAR faster and easier than old purchase request
met hod. Mbre opportunity to conparative shop,
negotiate and deal wth vendors. Time from
orders to delivery is about 300% shorter

Less people and | ower gr ades now nmaki ng
purchases. Saves tinme and noney.

The process is nore streanlined; easier to
acconplish and we get products quicker!

Fifteen (15) percent provided no response and fifteen
(15) percent stated they felt the program has hindered the
smal | purchase process. Comments shared wth the

researcher with regards to hindrance are noted bel ow.

| purchase office supplies. It was so nuch
easier when we had the little red cards with a
visi bl e running bal ance and financial nmanagenent
did the “accounting” part of this.

One of ny vendors, in the past when contract was
used, sent nonthly invoices with nanmes and costs.
Now, no invoices are sent. I have to wait for
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statenents to find out cost of shipnment of
packages.

Time intensive to use card and reconcil e.

Depends on perspective. Il would think |ess
burdensone for the Budget Analyst, but MORE work
for the «credit <card holder. Using office
supplies as an exanple, in the past, | could take
our debit card, go to self-service supply store,
fill our office supply needs and be out in a few
m nut es. Now, every item has to be entered,
approved and reconciled into an autonated system
Then an overall approval at the end of each
billing cycle is acconplished through another

aut omat ed system

Question 4. Have you experienced problens using the

credit card?

None;

Sal es tax charged,;

Vendor accept ance;

Ei ther individual or nonthly limt too | ow
O her.

Resul ts. Many of the responders admtted they had

encountered several of these problens. The results are

di spl ayed in Table 7.

Tabl e 7.

None 49%
Sal es tax charged 17%
Vendor acceptance 11%

I ndi vidual or nonthly| 20%
limt too | ow
O her 14%

No response 3%

Per cent age of Cardhol ders Experienci ng Vari ous
Problens with Card Usage.
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Those responding to “Qther” offered the comments
bel ow.
Systens changes and down tine are problens.

Credit card denied on several occasions. Qur
activity has sone unique needs. These probl ens
are fairly easily resol ved.

Less resi stance woul d be nice.

One conpany doubl e-shi pped an order. Getting it
strai ghtened out was troubl esone.

Certain nmerchants are filed under a category that
is outside what is approved under our authority.
Created extra paperwork and | oss of tine.

Question 5. Are there any programrestrictions (i.e.
do not buy list, your purchase limt) that you feel hinder
the effective use of the credit card within your office?

Pl ease explain fully.

Resul ts. Fifty-four (54) percent responded there are
no program restrictions that hinder their effective use of
the card. Comments provided by the remai nder on what they
felt hindered their effective use of the card are shown

bel ow.

Encounter problenms with co-workers. They think
cardhol der deci des what she can and cannot order.

Daily purchase limt.

Limt too |low for m ssion/office needs.
Vendor nerchant codes.

Rot at i ng vendors.

Mandat ory gover nment sour ces.
Question 6. Do you feel that the credit card program

saves your office tinme and noney? Please explain fully.

Resul ts. Si xty-two percent responded favorably wth

expl anati ons as shown bel ow.
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In the past our only way to purchase itens needed
on a quick reaction basis was through our support
contractor. This entailed an additional fee for
their efforts, maki ng t he pur chases nor e
expensive than if ordered directly by the
Gover nnment .

Can buy frommy desk wi thout [ eaving the office.

Speeds up purchase process by not having to
process through normal procurenent channels or
t hrough one of support contractors. Results in
much faster receipt tine for itens.

Admin tinme drastically reduced. Save noney based
on surcharge that DFAS pays out when they cut
i ndi vi dual checks/vouchers. Now we pool our
resources and issue one larger transfer at the
end of the nonth to cover the charges incurred

No doubt . The tinme it used to take, and the
nunber of people involved for relatively snal
dollar value itens was exorbitant. Now these

pur chases are handl ed quickly and efficiently.

| think the tinme elenent has been shifted mainly
to the credit card holder. Wil e budget
personnel still have their oversight/invol venent,
the process has been streanmlined to a I|arge
extent, for their benefit. Even now with CARE
program requirenents, budget personnel aren’'t
i nvol ved.

Man- hours are saved with this new acquisition
process; this allows ne to do ny job nore often.

Going through the old system can take nonths to
receive itens needed. Plus, less people are
spending less tinme to make purchase.

YES. Incredible anmpunt of tinme is saved.
Couldn’t even begin to estinmate how mnuch. By
using local vendors, being able to nake persona

contact with vendors, negotiate cost, delivery
charges, etc. quite a bit of noney is saved

Wen | use it for paying, it saves ne and the
Custoner tine.
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Twenty-nine (29) percent responded wth a definite

“No” or provided coments displayed bel ow.

Saves ne tine in way | do not have to do a PO |

can nmake phone call instead of going personally,
but the paperwork that we have to do defeats the
pur pose. I spend sonetines nore tinme in

paperwork and the MAPS system CARE etc.

NO, I DO NOT. The stuff in that store costs way
nmore than our old supply store and the only tine
saving that is saved is shopping tine because of

the system the Contractor has devel oped. W
still have to enter these purchases into the CARE
system and then approve it and close it out. I
feel like I am doing accounting work.

NO. It was much quicker to buy supplies through
t he Governnent - operated Sel f Servi ce.

Time yes; noney no. Ofice Depot prices are nuch
t oo hi gh.

| feel it saves tines but NOT noney. W have to
shop at certain places first and their prices are
normal |y higher than itens in a regular store.

For office supplies and buys under $2500, Yes.
For critical higher dollar itens, absolutely not.

Question 7. Are there ways to inprove the credit card

program at CECOW Yes/No. Please explain fully.

Resul ts. Sixty-two (62) percent responded “yes” and
offered their ideas for inprovenent. Most of the ideas
referenced I ncreasi ng t he m cr o- pur chase t hr eshol d,

increasing the daily limt, elimnating MAPS and allow ng

of fices to buy supplies nore conpetitively.

The twenty-four (24) percent responding “no” either
offered no conments or stated they were satisfied with the

program Fourteen (14) percent left this answer bl ank.

Question 8. Rate the CECOM credit card program on a

scale of 1 to 10.
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Excel | ent Good  Average Poor
10-9 8-6 5-3 2-1 Score:

Resul t s. Ni nety-one (91% percent provided a rating
for the credit card program at CECOM The percentages of

i ndi vi dual ratings follow

Excel | ent Good Aver age Poor
10-9 8-6 5-3 2-1
8/ 23% 20/ 59% 3/ 9% 0/0

The nmean rating for the programwas 7. 39.

Addi ti onal Comments. Several cardhol ders provided
addi ti onal coments as foll ows:

| just don’t get paid enough for the aggravation
this card brings to ny life. Adds to work stress,
deadl i nes and MATH!

Being a cardholder is ‘other duties as assigned
for ne.’ Since | first started using the card
around 1998, the do’'s/don’ts and reporting
requi rements seemto be increasing all the tine.

APPROVI NG OFFI Cl AL SURVEY RESULTS

There are a total of 140 Approving Oficials
designated at Fort Monnout h. Thirty-three (33) responses
were received for a response rate of twenty-three (23)
percent. Surveys were electronically distributed by the
researcher in an effort to ascertain their perspective, as
bei ng supervisors or included in the managenent chain of
nost offices, of the credit card program This survey
consisted of two parts: training and assessnment of the

credit card program
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O those surveyed, three provided responses that they
were no |onger Approving Oficials: one individual retired
in March 2001, another noved to another position out of the
organi zation to whom he was assigned when designated an
Approving Oficial and the last indicated he had not been
an Approving Oficial for at |east two years.

1. Tr ai ni ng

Question 1. How many hours of training did you

receive prior to being appointed an Approving Oficial?

Resul ts. The responses to this question ranged from
no training (7% to eighteen (18) hours of training (3%
with twenty-seven (27) percent indicating they had received
two (2) hours of training, twenty (20) percent had four (4)
hours of training, and seventeen (17) percent had one hour

of training.

Question 2. What type of training did you receive?
Vi deo
Local training by Installation Personnel
Formal training (i.e., GSA ALMC, etc.)
O her
Resul ts. Wil e several responders indicated they had
been exposed to nultiple types of training, the predom nant
percentage, ninety-three (93) percent, indicated that the
only training they had received was the local training by
installation personnel (APCs). As with Question 1, three
(3) percent indicated they had received no training prior

to bei ng appoi nted an Approving O ficial.

Question 3. \What was the content of the training you
recei ved? (please check all that may apply)
Background of the Governnment Credit Card Program
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FAR/ DFARS Regul ati ons governing use of the credit
card

Saf eguarding the credit card

Unaut hori zed use of the credit card

Your liability as a credit card hol der
What to do if your card is lost or stolen

Record keeping and retention requirenents
Resul ts. Thirty (30) percent indicated that their
training content covered all seven areas noted above. The
remai ning respondents answered wth varying degrees of
content with no one elenent identified any nore than any
other. (nhe respondent actually inserted another option for
this question and indicated that he was taught how to

approve the nonthly bill only.

Question 4. Do you feel the training was adequate to
prepare you for the duties of Approving Oficial? Yes/No.
I f no, where do you feel inprovenments are needed?

Resul ts. Ei ghty (80) percent responded favorably to
this question. O the twenty (20) percent who responded
“No”, all offered comrents are set forth bel ow.

Furt her training was prom sed, but never
occurr ed.

Shoul d not have been permtted to be an Approving
Oficial until training was conpl et ed.

The training was geared towards purchases under
$2500 and the paperwork process was never
expl ai ned. I am an Approving Oficial for
i ndi vi dual s who pay with the card.

More of the itens |isted in Question 3.

More details as to the liability of the credit
card and the reconciliation process required each
nont h.
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More in-depth explanation of the process.
2. Assessnent of the Program
Question 1. How many hours per nonth do you spend on

credit card activities?

Resul ts. Responses to this question ranged from no
time to as many as forty (40) hours. Thirteen (13) percent
spend less than one hour per nonth, fifty-seven (57)
percent spend between 1-5 hours and twenty (20) percent
spend either 8 or 12 hours a nonth on credit card
activities.

Question 2. Are the current credit card guidelines

i ssued by the Acquisition Center adequate?

Resul ts. Ei ghty (80) percent responded, “Yes”.
Seventeen (17) percent replied “No” but several offered
comments. One comment offered was “1 didn't realize we had
gui dance on them”

Question 3. Has your organization issued witten
guidelines regarding inplementation of the credit card?
Yes/ No.

Resul ts. Fifty-seven (57) percent responded “No” or

not sure.” Seven (7) percent failed to provide any

response to this question.

Question 4. Do you require approval prior to
purchases being made? Yes/No. If yes, please explain what
you do.

Resul t s. Seventy-seven (77) percent responded that
they require approval prior to purchases being nade. One
Approving Oficial indicated that the cards issued under

his purview are for paynent only. Another indicated that
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the limts are predeterm ned. The mjority of those
responding affirmatively indicated that they sinply review
each purchase before it 1is acconplished, reserving the
right to reject any purchase not conplying with the rules

and regul ati ons governi ng use of the card.

Question 5. How do you ensure cardhol der purchases
are authorized and in accordance wth the Federal
Acqui sition Regul ation and t he CECOM SOP?

Reconciling cardhol der st at enent with your
nmont hly statenent.

Verifying purchase requests in cardholder files
Wi th appropriate docunent register

O her.

Results. Fifty-three (53) percent responded that they
enploy both of the first two options outlined above wth
ten (10) percent of those indicating an additional nethod
of checks and bal ances. Twenty (20) percent indicated they
conply by acconplishing the first option and ten (10)
percent of that twenty (20) percent indicated they have an
additional nmethod of checks and bal ances. One Approving
Oficial responding to the first option was unsure of the
intent of the second nethod outlined above stating that he
was an engineer, not an accountant. Thirteen (13) percent
responded to the second option. Ten (10) percent provided
no responses to the first and second options, but provided
information for “Qther.” One Approving Oficial answered
this question with the word “unknown” and several others
made comments such as “full trust in cardholders” and
“cardhol ders trained, so | rely on their judgnent.”
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Question 6. Do you feel the credit card program is

saving your activity time and noney? Yes/No. Pl ease
expl ai n.

Resul ts. Seventy-three (73) percent responded, *“Yes”
to this question. Most admitted that it does saves tine

and noney due to the automation and it is sinply a fast
easy way to nmke snmall purchases allowing for quicker
receipt of needed itens and enabling the cardholders to
seek conpetition. The remaining comments are provided
bel ow.

Elimnating DFAS is a plus.

We are enpowered to fulfill our requirenents nuch
nore efficiently and quickly.

We do not spend $100 or labor tine to make a $20
supply purchase. W also don't have to waste
time in non-value added bureaucratic processes
for small equipnent/fur-niture purchases. W can
buy efficiently with the card.

Much faster and weasier than going to Base
Operations for all small purchases.

Cuts bureaucracy and time to nake purchases.
Makes it easier for merchants.

Itenms can be requested, certified for funds,
approved and purchased in 1-2 days. Thi s
stream i ned process saves the Acquisition Center
resources that are put to better used on nore
conpl ex and probably nore critical requirenents.

Saves time by not having to go to multiple
sources, easy and fast to order by phone or

internet, web-based billing fast and easy.

Ti me savi ngs are consi der abl e, al | ows us
flexibility to deal wth short fused custoner
requiremnents. O fice Personnel seek the |owest
avai lable prices so | believe we are al so saving
noney.
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Twenty (20) percent responded “No” to this question
Most admit that it is easier to buy things, but that the
paperwork has increased trenendously; therefore, tine is
not being saved in that respect. O her comments are
provi ded bel ow

Supplies seem to cost nore since CECOM noved to
the credit card system and contracted with a
comrercial supplier. In addition, NUMer ous
iterations of the software and training for them
have added tinme to both cardhol ders and Approving
Oficials duties.

| am not trained in this area and it takes tine
away from ny primry job. Let the noney people
do the noney thing, like the old days.

The new CARE systemis creating nore work in nost
cases. The bank is taking too long to renove old
credit cards fromny records. A credit card that
was cl osed due to fraud by an external individual
remains on ny account causing my cardholders to
continue wusing manual/hard copy docunents to

cl ose out each nonth. ad and fraudul ent cards
shoul d be renoved fromthe system i medi ately.
Question 7. Do you believe your activity has

i npl enented safeguards to prevent procurenent abuses wth
regard to use of the credit card? Yes/No. I f yes, what
saf equards and controls are used by your activity? |[If no,

what controls would you recomrend?

Resul ts. Ei ghty-seven (87% of the Approving
Oficials replied, “Yes” to this question. The majority
replied that they approve all purchases prior to any action
being taken to procure and they review the nonthly
statenments of all cardhol ders. Sonme have nore elaborate
systens in place with continuous review during the nonth of
all records. Uni que responses to this question are set

forth bel ow
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As Approving Oficial, | review the Standard
I ndustrial Cassification list before purchases
are nmade.

SOP requires that each purchase be approved by a
supervisor and then provided to the Approving
Oficial to review the purchase to nake sure it
is proper use of the credit card.

Credit card is secured in a |ocked |ocation and
is not utilized without prior approval.

Vell-trained credit card holder and reviews by
the credit card approver.

Preapproval and correct |ID of proper Approvers.

Cardhol ders, for the nost part, are procurenent
coordi nators who under st and procur ement
regul ati ons. O hers are “watched” by these
procurenent coordi nators who guide them in proper
procedures.

Super vi sory revi ew.
Equi pmrent manager oversi ght.

Thirteen (13) percent answered “No” to this question
but failed to provide any input on the type of controls
t hey woul d recomend.

J. | NDUSTRY SURVEY RESULTS

Surveys were issued electronically and through the
postal system by the researcher to 223 industries. The
researcher obtained a listing of all contractual actions
awarded in Fiscal Years 1999 or 2000. This listing
included the firms address as indicated on the award
docunent . In addition, the researcher mailed surveys to
firms expressing interest during the final quarter of
Fiscal Year 2000 or the first quarter of Fiscal Year 2001
in upcoming requirenents in the Base Operations area.
Forty-four (44) responses were received for a response rate
of nineteen (19) percent.
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Question 1. Has your conpany accepted the Governnent
credit card either (1) for purchase of itenms and/or (2) as
a paynent nechani sm under an existing contractual vehicle
with an office of the Departnment of Defense? Yes/No. | f

no, why not? (pl ease expl ain)

Resul t s. Fifty-six (56) percent responded “Yes” to
this question with forty-four (44) percent responding “No.”
Those responding “No” were asked to explain why not. Sone
reasons given follow.

NOT AWARE OF CREDI T CARD PROGRAM
H gh fee (3 2%
Never had the opportunity, but are willing to.

W have not had any business transactions wth
t hi s agency.

The nature of our work made it inpractical.
| nmust sign up.
Question 2. If yes, were any of those purchases or
paynents the result of activity with organizations within
t he CECOM Fort Monnmouth community? Yes/ No.

Resul ts. O the fifty-six (56) percent who responded
to “Yes” in Question 1, fifty-two (52) percent indicated
that their credit card actions were the result of activity
wi t h organi zati ons within CECOM

Question 3. If yes to either 1 or 2 above, what
factors were relevant in your conpany’s decision to accept

the Governnent credit card?

Resul ts. O the fifty-six (56) percent responding
affirmatively to Question 1, one hundred (100) percent
provided a response to this question. Fifty-two (52)
percent responded in sone regard as to the ease and
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timeliness of paynents. The follow ng additional coments

wer e provi ded.

Accepting the card is one tool for us to increase
sal es.

Primary business is small purchases with DoD via
credit card.

Corporate office authorized acceptance of credit
cards 3 %2years ago.

Anmount of business with Governnent.
Only way to sell into sone offices.

It is what the custoners want.

Expedi tes cl oseout of delivery orders.

Governnent credit card offered as only neans of
paynment .

Requi red by GSA Contract.

Addi ti onal sal es W th al ready est abl i shed
Gover nnment contacts

Question 4. What advantages did you find with this

acquisition reforminitiative?

Resul t s. Forty-four (44) percent responded to this
Question by indicating quick paynment to be the primry
advantage to them with twenty (20) percent responding that
they considered the elimnation of invoicing to be the key
advantage for them O hers offered very different

advant ages as noted bel ow.

Did not have to wait anywhere from 35-100 days
for paynent through the normal DFAS O fice route.

Allows us to be in business. We would not be
able to offer terns to Governnent because the
paynment structure through DFAS is too sl ow.

No chasi ng DFAS for paynent.

101



The custonmer found us from our website and pl aced
the order from our quote. Product was on GSA
schedul e by our suppli er.

Elimnates | engthy coll ection process.
Question 5. Did you find any disadvantages with this

reforminitiative?

Resul ts. Thirty-six (36) percent of those respondi ng
affirmatively to accepting the credit card indicated they
found no di sadvant ages. Eight (8) percent responded that
bank fees were a disadvantage and twelve (12) percent
indicated that the limts on the cards were too |ow
O hers offered the foll ow ng responses.

Smal | er order size.

Sonetinmes nmargins are too slimto allow for the
bank charges on the credit cards.

Loss of relationship wth the Contracting
O ficer.

Paynment aut hori zati on process was conpl ex.
Credit card charge was 4% - too high.

Commands requesting invoices; holding credit card
nunbers.

Lower profit margin due to GSA schedule prices
being so low.  Qur supplier sent us a conm ssion
that was nmuch | ower than nost orders.

Costs to the vendors. Speaking to several |arge
busi nesses that have accepted the card, they
gquote 4-6% of the <costs paid to financial
institutions — all of that comes out of profits.

Lack of use.
Question 6. Do you have any recommendations for
i nprovenent to the DoD Credit Card Progranf

Results. O those who have had exposure to the Credit
Card Progr am twenty (20) per cent of fered no
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recommendations for inprovenent and twenty (20) percent
provided no response to the Question. Those remai ning
provi ded responses which prinmarily addressed increasing the
cardholder |imts and reducing the bank fees. Specific
comment s made by those responding follow

Cardhol ders should be required to provide
Purchase Order nunber/order reference nunber to
vendor. This will help in future order/warranty
t racki ng. Cardhol ders should give preference to
| ocal vendors.

Make it mandatory. Elim nate Purchase Orders.

Pur chasers should not hold invoice 30+ days and
t hen give credit card.

Incentivize (financially) vendors to wuse it
because as it stands now, it just costs nore
dollars without any real benefit to vendors.

W send copy of charge slip to attention of the
buyer. W get frequent requests for copies to be
faxed or nmiled again. Need to have definite
cont act clearly speci fied and i ndi cate
address/fax to send invoice and charge slip.

Met hod of covering credit card fees from Bank on
| arge orders. Many of our orders are $500, 000 or
nor e. Trying to absorb $15,000 in processing
fees is a burden to our small business. There
should be sonme way to recover that for vendors
who want the convenience of credit card paynents.

| ncrease the contract award anpbunt to account for
the cost of processing credit cards.

K. SUMVARY
This chapter presented the results of interviews and
informal discussions held with cardholders and the APCs

wi thin the Acquisition Center.

It also presented data derived from the databases

within the Acquisition Center used to track all mcro-
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purchases and to award actions in the Base Qperations area
( DAABOS) .

Finally, the chapter presented the results of the
three surveys issued by the researcher: the cardhol der

survey, the Approving Oficial survey and the Industry
survey.

Chapter IV wll analyze and interpret the data
presented in this research effort.
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| V. DATA ANALYSI S AND | NTERPRETATI ON

This chapter analyzes and interprets the data
presented in the previous chapters. The first section
analyzes certain issues wth the literature review
conducted of the credit card rules and regul ations. The

second part analyzes data obtained during interviews,
informal discussions and database reviews wthin the
Acqui sition Center. The next three sections analyze data
from the surveys received from cardholders, Approving
Oficials and industry.
A RULES AND REGULATI ONS REVI EW

Arny Acquisition Letter 96-3 provided policy for the
purchase of comercial itens valued between $2,500.00 and
$25,000.00 wutilizing the credit card. This directive
provided a sinplified method for procuring commercial itens
encour agi ng agenci es to establish Bl anket Pur chase
Agreenents (BPAs) and authorized a deviation to the Defense
Feder al Acqui sition Regul ati on Suppl ement ( DFARS)
regulations to achieve this streanlining effort. No
witten Purchase Orders for Supplies or Services, DD Forns
1155, were required. The actual one-page agreenent was
provi ded as part of the Acquisition Letter. [REF 58] This
initiative was not enbraced by the Conmunicati ons
El ectronics Command (CECOM) Acquisition Center. As the
Center endeavors to becone the Acquisition Center of
choice, this initiative should have been imediately
i mpl ement ed. The CGovernment’s rights would have been
protected and the contracting conmunity could have been

using the card for actions over $2,500.00.
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The devi ation noted above expired but this researcher
considers its initiation to be the junp-start Arny
activities needed to increase usage of the card. W t hout
any experinmentation of this process during the deviation
period, it was inpossible for the Center to request any
type of extension. The mjority of actions within the
DAABO8 area of the Center could greatly benefit fromthis
streaniined process rather than awarding hard copy

contractual vehicles.

It is potentially possible, but not proven, that the
purchasing threshold for card usage could have been nuch
hi gher wi thout the need for any contract awards if the
Departnment of Defense (DoD) agencies would have just
adopted this reform initiative. | f enough agencies
supported the deviation, it could have been extended and
potentially, at sone point, permanent definitive |anguage
incorporating the deviation would have been included in
DFARS. This researcher considers this a |ost opportunity
for DoD and CECOM

Contracting professionals are famliar with the fact
that the Federal Acquisition Regulation (FAR) provisions
contradict one another. Wile FAR, Parts 12 and 13,
encourage using sinplified acquisition nethods (i.e.,
credit card) for commercial items up to certain thresholds
(i.e., $5M, other portions restrict that intent. FAR,
Part 5, stipulates that proposed contractual actions
expected to exceed $25,000.00 be synopsized in the Commerce
Busi ness Daily. This requirenent levies waiting periods
limting the Contracting Oficer’s ability to make a quick
awar d. O course, there are exceptions to the synopsis
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requirenments; but the desire to use the card is not one.
[ REF 24] Therefore, until the FAR Council deens it
appropriate to raise the synopsis threshold, use of the
credit card is not appropriate, even if allowed, for
requi rements exceedi ng $25,000.00. This nmay well be DoD s
rationale for restricting credit card usage for contingency

operations and training at $25, 000. 00.

FAR Part 5 also mandates certain restrictions and
limtations for public posting/announcenents for actions
exceedi ng $10,000.00. [REF 24] The CECOM Acquisition
Center satisfies this lesser requirenment by posting all
solicitations on the Business Qpportunity Page (BOP); but,
once again, the tine constraints levied (10 days) by this
Part make it inpracticable for the Contracting Oficer to

ef fect an expedi ent buy through use of the credit card.

The bill introduced by Representative Bartlett to
increase the credit card threshold should have initiated
increnental steps versus trying to allow credit card

purchases at any proposed amount even wth certain

[imtations. None of those limtations restricted use of
the credit card to small businesses. The FAR currently
sets aside all purchases under $25,000.00 to snal

busi nesses. This proposed bill circunmvented that and

opened the door for purchasers to find |oopholes to
preclude making any awards to those firns. Had the
proposal initially attenpted to raise the limt to a | esser
value (i.e., $10,000.00), the probability of success my
have i ncreased.

The FAR increased the threshold for credit card usage
overseas to $25,000.00 and allows the card to be used by

107



all Federal agencies for training requirenents up to a

maxi rum of $25, 000. 00. Efforts are needed to raise the
purchase threshold as well. The advantages to increasing
t he t hreshol d i ncl ude: i ncreased r ebat es, i ncreased

internal savings, decreased Defense Finance and Accounting
Service (DFAS) paynent processing costs, satisfied vendors
who receive paynments nuch quicker, increased supplier base
and nore authority to custoners. As with every change
there are also sone disadvantages: increased risk of abuse
and fraud, increased oversight by the Activity Program
Coordi nators (APCs) and Approving Oficials and potenti al
loss of business for large firnms if purchases were
restricted to small businesses. Yet, this researcher
considers the advantages to far outweigh the disadvantages
and measures need to be taken to increase this limted
t hreshol d.

Throughout this research effort, this researcher noted
that there is a significant lack of information being
dissemnated to the Requiring Activities and the DAABO7
area regarding this reforminitiative. During an infornma
di scussion with one cardholder in the DAABO7 area, the
Contract Specialist infornmed the researcher she was unaware
of the Cctober 1998 Principal Deputy to the Under Secretary
of Defense’'s directive requiring a witten determnation if
the purchase card is not wused for any action under
$2,500. 00, regardless of what type of contractual vehicle
i s used.

Research noted that the Contracting Oficers in the
DAABO8 area are consistently aware of policy changes nade
in this arena and take positive steps to initiate those
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changes based on the information gained from DoD s Purchase
Card Wbsite. In fact, wth respect to the witten
determ nation when the card is not used for every action
under $2,500.00, the Base Operations area inplenented that
policy with all custonmers in early 2000, yet the policy was
recently released to the Center as a result of the DFARS

change.

The m ssion side of the Center may not be the prine
focus for this initiative due to the varying types of
weapons systens, research and developnent, and spares
contracts awards. These contracts have nultitudes of I|ine
item pricing and paying sone line itens with a credit card
versus not paying others could becone an admnistrative
overl|l oad, one not worth any savings due to the extra tinme
expended by the Contract Specialists in tracking paynents.
However, the researcher believes the Center’s closeout
backl og (thousands of contracts) could be elimnated if the
paynent credit card was used. The Center should closely
look at the OVWNIBUS area where nultitudes of delivery
orders are issued against existing contracts and consider
t he gui dance provi ded in t he Director, Def ense
Procurenent’s Decenber 4, 2000 neno. [REF 37]

B. THE CECOM ACQUI SI TI ON CENTER

1. Oversi ght by the APCs

The Primary and Alternate APCs were reassigned from
the Base Operations area in FY96 to the Business Operations
Sector to track/adm nister CECOM s inplenentation of the
credit card program This was CECOM s junp-start to the
pr ogram Wth the Arny Mteriel Conmand (AMC), CECOM s
Maj or Command, |evying requirenents to start tracking
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dol lars and transactions, attention by the Center was put
i nto perspective.

Interviews with the APCs revealed their prinmary duty
is to serve as the Command's focal point for all credit
card purchase probl enms/questions and to interface with the
selected Contractor Bank for the credit card services.
Their secondary and nost I mpor t ant functi onal
responsibility is training all i ndi viduals requesting
aut horization to be cardhol ders. They stated “no class -
no card”. They al so mai nt ai n a list of
cardhol ders/ Approving Oficials. [REF 52,53]

The APCs al so function as the Command’ s “wat chdogs” to
ensure proper utilization of the issued credit cards. They

perform yearly audits on files of selected Requiring

Activities. Their primary focus is ensuring there are no
vi ol ati ons; i.e., split pur chases and unaut hori zed
pur chases. In several places throughout the Standard

Qperating Procedure (SOP), the activities are rem nded of
their requirement to properly follow the procedures
outlined in various parts of the guidance. The penalties
noted in these remnders include cardhol ders’ card
privileges being suspended for a mninmum of thirty (30)
days and that repeat offenders will have their card revoked
for one year.

The CECOM SOP advises all cardholders and Approving
Oficials that they are procurenent officials and are
subject to admnistrative action or renedies as well as
civil and crimnal penalties for violations of the
Procurenment Integrity Act and refers the reader to FAR
3.104-11. This part of the FAR, Cinmnal and Cvil
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Penalties and Further Adm nistrative Renedies, states in

part: “...an official who knowngly fails to conply wth
the requirenments of 3.104-4 shall be subject to the
penal ties and adm nistrative action set forth in subsection
27(e) of the Act.” [REF 24]

The Procurenent Integrity Act does apply to all
procurenent officials but its primary focus is ethical
conduct prohibiting disclosing and obtaining procurenent
sensitive information and post enploynent restrictions.
Wiile ethical conduct 1is a critical elenent of any
procurenent official’s responsibility, the paraneters of
the Procurenent Integrity Act could be very m sleading for
any cardholder who may have intentions of fraudul ent
activities. This Act does not cover those scenarios of
m suse, wllful msconduct or fraud with respect to card
utilization. [REF 29]

The CECOM SOP does address standards of conduct and
rem nds cardholders and Approving Oficials that know ngly
maki ng false statements with regard to use of the credit
card and reconciliation of the statenments could provide
support for renoving them from Federal service. |t goes on
to state that the Governnent may inpose punishnents of
fine, inprisonment or both in accordance with Chapter 47
Fraud and False Statenents, of Section 1001 of Title 18,
Crimes and Crimnal Procedures, United States Code. \Wile
the SOP does not address the nmagnitude of t hese
puni shnments, Title 18 does specify a term of inprisonnent
as not being nore than five (5) years. [REF 59]

Furt her nor e, Pur chasi ng Card Reengi neeri ng
| mpl enent ati on Menorandum #1, Novenber 20, 1998, provides
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specific guidance to Certifying and Approving Oficials
regarding their pecuniary liable for erroneous paynents
and/or making false statenents with respect to the paynent
of funds. [REF 60]

The APCs receive a quarterly bank run delineating the
description of each purchase and the dollar val ue. Thi s
run is carefully scrutinized and they provided the
researcher with several instances of mnor infractions.
One cardhol der purchased a rubber duck as a retirenent gag
gift. The nonies paid for this gift were recouped fromthe
Approving Oficial as he had authorized the purchase. The
second infraction involved tear-apart tickets used for fund
raising events. The nonies for this breach were collected
from the individual cardhol der since the Approving Oficia

had deni ed the request for the purchase.

During the interview, the APCs agreed that sone form
of policy regarding these mnor infractions is required and
they were considering forrmulating a Policy Statenment for
Command | ssuance. This policy statenment would forewarn
cardhol ders that three mnor infractions such as the ones
noted above would cause their card to be permanently
wi t hdr awn. The APCs stated further that many of the
cardhol ders would not object to losing this privilege, as
they are not thrilled with having the responsibility that
goes with card possession. [REF 52,53]

Sanctions for violations should be comensurate wth
the magni tude of the violation. Mnor infractions, simlar
to the ones noted above, may be an error in judgnent, but
three commtted by the sane cardholder create cause for

concern.
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VWhat does one do if a mjor violation results from
negligence, wllful msconduct or fraud? Part 9 of the
CECOM SOP addresses the responsibilities of the Chief,
Acqui sition Process Change G oup. Part 9.a.(8) identifies
one responsibility to be “Fornulate resolution and
di sciplinary procedures for situations involving inproper
use of the credit card.” The researcher was unable to
| ocate any such procedure and assumes that since no nmjor
violations wthin the CECOM community have occurred
formul ati on of such procedures has not yet been identified
as a need. [REF 29]

The APCs have no direction to expand uses of the card
for conmmercial items — if the dollar value of the credit
card purchase is not $2,500.00 or less, it does not fal
within their realm of responsibility. Even though the
credit card program has now been revanped into a single
contract for all three functions (purchases, travel and
fuel), the APCs within the Acquisition Center are involved
with only the purchase nechanism of the card. Thei r
responsibility does not include using the card as a paynent

vehi cl e.

One very significant responsibility of the APCs is to
mai ntain and publish the Standard Operating Procedures for
CECOM and Fort Mnnouth, U S. Governnent Purchase Card
Program At the outset of this research effort, the |atest
copy, dated 1 July 1996, was provided to the researcher.
Thi s bookl et establishes the policy for use of the card for
purchases under $2,500.00. It specifies that | MPAC will be
used for standard and non-standard nmaterials as well as
services with limted restrictions. This very detailed
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docunent delineates the policy, responsibilities, purchase
procedures and financial procedures for processing credit
card charges. [REF 29]

As a result of i nf or mal di scussions wth the
Contracting OFficers within the Base Operations area, whose
job titles appeared in the SOP as the designated
i ndividuals responsible for the program the researcher
found this docunment to be outdated in that those
i ndividuals were no |onger responsible. In fact, in 1996
when the APCs were relocated from this area to the
Acqui sition Business Process Sector, those responsibilities
relocated to that area as well. In Cctober 2000, this SOP
was updated to realign responsibilities within the proper

areas of the Acquisition Center.

Anot her noted responsibility of +the APCs is to

maintain a current listing of cardholders and Approving
Oficials. During the <conduct of the surveys, the
researcher was advised by several individuals they no

| onger were Approving Oficials, no |onger cardhol ders and,

in one instance, the individual had retired in March 2001.

One particul ar Approving O ficial e-mailed the
researcher the day after conpleting the survey with a
concern regarding the maintenance of file information. On
19 Septenber, this individual received a call from the
Billing Ofice indicating that a particular cardholder’s
account required certification, as it was accruing interest
from July and August. This particular Approving Oficia
left that office three years ago and advi sed that she could
not certify the account. The response given to this
Approving Oficial was that the fornmer office’s Director
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would not be part of the automated system (CARE) wuntil
October and that there was no one else to do the
certification. This Approving Oficial was quite concerned
with this result in that she had no idea what had been
purchased and if those itens had been authorized. The
Approving Oficial resolved this by obtaining a witten,
signed statenent from the Approving Oficial of record (who
was not yet in the automated system authorizing the
automated certification. This situation should not have
occurred. VWiile it my be difficult to track personnel
changes within the Command, accountability of cardhol ders
and Approving Oficials should be of primary concern. The
SOP does address the issues of transfer or discontinued
cardhol der use. It appears as though these provisions of

the SOP are not bei ng enforced.

Additionally, creating a scenario where an autonated
system governs who approves the purchases totally
circunmvents the checks and balances inbedded in the
program The CARE system was fielded in CECOM in August
2001; therefore, the actual Approving Oficial responsible
for the cardholder’s purchases of July and August should
have been allowed to conplete nmanual certification for
t hose two nonths. Mot her concern with this incident is
that had it not been Septenber wth year-end processing
(i.e., closing the accounting records for the fiscal year)
occurring, the accunulation of these interest charges and
| ack of certification may not have been noticed for several
nore nont hs. An additional concern surfaced in that the
account was lost in the system and certain individuals, in
both the office inpacted by the [ack of approvals and the

Billing Ofice, were working the issue. This fact led the
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researcher to believe that the responsible office for the
program (Acquisition Center) was unaware of these problens.
The researcher could surmse that even though the credit
card program may appear to be a contracting responsibility,
it may in fact be a financial responsibility, one for which

the Acquisition Center should relinquish oversight.

The researcher could surmse that the next audit
(timng unknown) will correct all these deficiencies.

2. M spl aced Responsibility

Review of the roles and responsibilities o both the
Requiring Activities and those wthin the Acquisition
Cent er reveal ed t hat t he Cent er has m spl aced
responsibility in allowng the Purchasing Agent in the
DAABO8 area to hold a purchase card. Al requirenents and
needs for the Center originate fromthe Business Operations
Sector. The researcher correlated this sector to that of a
Requiring Activity. This sector is the support faction for
the three buying sectors within the Center. Al'l purchase
cardhol der(s) should reside within that sector (other than
those who purchase supplies for their sector enployees’
usage) and they should, as do all other Requiring Activity
cardhol ders, wutilize the Governnent Credit Card for all
pur chases under $2, 500. 00.

To conply wth the initiatives of the Nationa
Performance Review and as stated in the Executive Summary
of “The Government Purchase Card Report”, reliance should
not be placed on purchasing agents for itenms costing |ess
than $2, 500. 00. [ REF 8] The intent of this reform
initiative is to save dollars by streanmining the process

and elimnating costs associated with traditional paper-
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based acquisition nethods. Additionally, this researcher
believes that part of the intent was to free Purchasing
Agents from the mnutia to allow them to be creative in
ot her business areas. Yet, this researcher |earned that
t he Purchasi ng Agent acconplishes approximtely 85% of all
actions under $2,500.00 for the Center.

The researcher found this to be a very inefficient
process. Upon review of the <credit card purchases
acconplished by the Purchasing Agent, the researcher noted
a three to five day |apse between the tine the requestor
initiated the form and the tinme the purchase was actually
acconpl i shed. This time lag is even longer on those
purchase requests received from the offices physically
| ocated in Fort Belvoir, Virginia. One of the prem ses of
the credit card program is quick turnaround on purchases,
not for the established in-house six-step process to take
up to five days before the cardholder is aware of the

requi rement to purchase an item

The researcher learned that this particul ar Purchasing
Agent volunteered for the purchase card thinking that as a
new reforminitiative, her wllingness to be supportive of
acquisition reform would be noted. Al'l owi ng a Purchasing
Agent to do so totally circunvents one of the advantages
noted in the Executive Summary of “The Governnent Purchase
Card Report” issued in Septenber 1994 by the Purchase Card
Counci | . This report states an advantage as “enpowering
the end users to buy what they need to do their jobs rather
than relying on a purchasing agent for itens costing |ess
t han $2,500.00.” [REF 8]
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During discussions with the Contracting Oficers for

the DAABO8 area, the researcher | earned that this
addi ti onal responsibility creates workload nmanagenent
conflicts for that area. Personnel reductions in the

DAABO8 area have been severe and, even with the Requiring
Activities utilizing the <card for all actions under
$2,500.00, this area acconplished over one thousand four
hundred and forty (1,440) awards in Fiscal Year 2001. [REF
61]

The Purchasing Agent’s Contracting Oficer is the
Approving Oficial for her paynent credit card, yet the
Approving O ficial for the purchase card is a Goup Chief
Wi thin the Business Process Sector. This Purchasing Agent,
because of the conpelling sense of need to make purchases
qui ckly, ceases to work on actions for the DAABO8 area as
actions for the purchase <card are received. The
Contracting O ficer has, on many occasions, asked that all
purchase card requests come through her so that she is
aware of the Purchasing Agent’s total workload. As of the

time of this research, this had not happened.

O her than the workload managenent conflicts created
by this one individual holding two distinct credit cards,
ot her concerns cone to mind; i.e., record keeping, msuse
and why should an individual report to another who is not
in her chain of command? The record keeping, trying to
keep straight which card is wused for which purchase,
i nvol ves many hours of this Purchasing Agent’s time, again
taking away from her ability to award actions in excess of
$2,500. 00 expediently. Her ability to nanage her workl oad
is inpacted every time the Contract Specialist holding the

118



ot her purchase card for the Acquisition Center brings her a

pur chase request.

During informal discussions wth the Contracting
Oficer, the researcher was infornmed that efforts were
initiated in March 2001 to conply with the Purchase Card
Council’s recommendation and relieve the Purchasing Agent
of this responsibility by properly placing that purchasing
responsibility within the Business Qperations Sector.

3. Advant ages of Card Use to Contracting Oficers

VWiile the distinction has been made that the card is
used only as a paynent vehicle in the Center, it may appear
that the «credit <card offers no advantages to the
Contracting Officer. Yet, the discussions held with the
Contract Specialists and Purchasing Agents wthin the
DAABO8 area indicate that there are several. Even with the
requi renent that a contractual vehicle exist for any action
in excess of $2,500.00, credit card paynents allow the
Contractor, in nost instances, to receive paynent in three
days versus the thirty to sixty day standard established by
DFAS.

This benefit, in itself, my not seem to be of any
value to the Governnent, but partnering relationships are
greatly enhanced by Contractors not having their capital
assets tied up. The advantages to the Contracting Oficer
are imedi ate close out and resolution of any unliquidated
obl i gati ons.

4. Dat abase Revi ew

Both mssion (DAABO7) and Base Operations (DAABO08)
groups within the CECOM Acqui sition Center have experienced
significant decreases in the nunmber of smaller dollar-
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val ued actions, as one would expect with the advent of
authority being provided to Requiring Activities. Portions
of Table 3 are provided as Table 8 for the reader’s ease in

followi ng the researcher’s reaction to these nunbers.

Fi scal DAABO7 DAABO8

Year
92 483 5329
93 150 5636
94 101 5240
95 125 3734
96 109 2356
97 57 1456
98 54 564
99 46 431
00 45 219
01 29 131

Tabl e 8. Portions of Table 3 for Actions Under $2,500. 00.

Review of the actions wunder $2,500.00 seens to
i ndicate that the m ssion side had a nmuch qui cker reduction
in processing of actions. Some unexpl ai ned variances in

the data are:

FY92 to FY93: \Wile the m ssion (DAABO7) actions
decreased, the Base (Operations side increased by
approxi mately the sanme nunber. The research
could not validate any data as to whether
i npl enentation of the credit card program created
a tenporary shift in work being assigned to the
Base Operations group.

In FY91, there were 33 cardholders as conpared to
the 655 cardhol ders existing today. An admtted
slow start and the lack of any netric reporting
to hi gher headquarters could certainly contribute
to the declines and rises in the nunbers of
actions acconplished during the early years of
i npl enent ati on.
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A consistent decline in nunber of actions seens
to have occurred from FY94 through FY98 with a
smal | er decrease occurring in FY99.

Research indicates that the DAABO8 nunber in FY99
could have been nuch snmaller if the authority
given to Departnment of Public Wrks (DPW to neke
Bl anket Purchase Agreenent (BPA) calls had not
been rescinded. During January-February 1999,
the Contracting Oficer began receiving an
i nordi nate nunber of phone calls from concerned
vendors conplaining they had not been paid for
al nrost one year. The technical representatives
at DPW supported this providing information to
the Contracting O ficer regarding dates invoices
were received, accepted and forwarded on to the
Def ense Finance and Accounting Service (DFAS).
The DFAS Vendor Pay Branch experienced grow ng
pains (having noved from the Fort Mnnouth
|ocation to St. Louis at the end of Septenber
1997) and technicians were not matching orders
with invoices and, as a result, invoices were
returned to vendors. To gain control of the
situation, the Goup Qief tenporarily rescinded
the ordering officer’s authority to issue calls
agai nst BPAs, placing that function back with the
Contracting Oficer. [REF 50]

The researcher learned that effective 1 March 2000,
the former process was reinstated, but this tine, the
Contracting O ficer streamined the process. The credit
card is used for all transactions under $2,500.00. DFAS
has been renoved from the acquisition process for these
actions. As supplies are delivered or services are
rendered, the DPW cardhol der provides the card nunber,
enabling the vendor to be paid within three days by the

card-servi ci ng bank.

In FY96 the percentage of m cro-purchase transactions
awarded via the credit card was 84% wth that percentage
increasing to 96% in FY99. The researcher attributes this

to increased usage of the credit <cards by Requiring
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Activities elimnating the need for any individuals within
the Acquisition Center to wite an actual contractual
docunent . To further validate the effectiveness of the
credit card program the researcher deened it necessary to
review actions for the current Fiscal Year. As of March
31, 2000, the DAABO8 Base (perations teans had awarded 328
actions wunder $2,500.00. A breakdown of those actions
foll ows:

16% were witten calls to blanket purchase
agreenments for DPW

60% were credit card purchases for supplies for
the Self Service Supply Store

8% were orders issued against an existing
Construction 1D Q Contract

16% were GSA Schedul e buys or purchase orders
where vendors woul d not accept the credit card

These figures reveal that at the current rate the FY0O
nunbers would far exceed FY99. Further research indicated
the following regarding the mcro-purchases effected to
date in FYOO:

The researcher queried the Contracting Oficer,
“Why are calls to BPAs for |ess than $2,500.00
being produced wthin the automated system
(Standard Procurenment System)?” The answer
referenced a probl em experienced over a year ago
with getting DFAS to pay the BPA vendors on a
tinmely basis. That paynent problem was resol ved
ei ght nmonths prior by instituting the credit card
as the nmethod of paynent for all BPA calls. Wen
the Contracting Oficer and the custoner agreed
to that procedure, no further consideration was
given to the BPA process. The paynent problem
was fixed - no one considered revanping the
process and allow ng the custoner to make verba
calls for all actions less than $2,500.00,
thereby elimnating the need for any witten
contractual docunents.
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The savings as a result of this change could be
substantial and the process would “conformto reform” The
customer, DPW wll no longer be soliciting witten quotes
fromthree vendors on the BPA Contractor list — there is no
conpetition required for purchases under $2,500. 00. They
will no longer conplete a DA 3953, Purchase Request and
Commitnment, providing funds to the Contracting O ficer for
obl i gati on. They may now call a vendor, obtain an ora
guote, receive the invoice when work is conplete and sw pe
the credit card, paying the vendor. Since the credit card
was the nethod of paynent being used for the past year, the
end of cycle reconciliation existed and no new effort wll
be required on their part. This new process elimnates
preparation of a witten contractual docunent and cl ose out

processes since no docunents exist to be closed.

The 60% figure represents open market buys to
replenish the stock levels for the Self Service
Supply Center (SSSC). Research reveal ed that an
enpl oyee within the Deputy Chief of Staff for
Logistics (DCSLOG (a Requiring Activity of the
Acquisition Center) is an authorized cardholder
with primary responsibility to ensure stock
| evels remain consistent wthin the SSSC Thi s
function is a prinme candidate for use of the
card. The researcher Jlearned that for every
transaction nmade with the card, this individua

prepares a DD 1155, Purchase Order for Supplies
or Services. Wwy? The warehouse requires a piece
of paper to let them know that a shipment is
forthcomng so they will be able to acknow edge
receipt of the deliveries. When queried, the
researcher |earned that the warehouse’ s internal

automated supply system autonmatically produces a
purchase request when stock levels reach a

designated restock level. This piece of paper is
then given to this individual cardholder, al ong
with a funds certification docunent, and he

processes the credit card buy by preparing the DD
1155, printing a copy and providing it to the
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war ehouse’ s recei vi ng of fice. When t he
researcher inquired why the DCSLOG system had
never been updated to neet today’ s acquisition
reform chall enges, the response received was a
polite “do not ask”. The researcher found this
to be a prinme exanple of reform events happening
all around old processes, but band-aid approaches
being utilized as tenporary fixes.

Research further revealed that these DD 1155s are
“awar ded” in the Standard Procurenent System ( SPS)
dat abase. As noted above, the individual making the credit
card purchases is awarding purchase orders and utilizes a
“W in the ninth position of the PIIN The Defense Federa
Acqui sition Regul ati on Suppl enent (DFARS) in Part 204.7003,
Basic PIl Number, provides the al phabetic designator to be
used in the ninth position of the PIIN (see Appendix D).
Since the “W is “reserved” and not normally used, the
CECOM Acquisition Center determned that this designator
woul d be used for all contractual vehicles witten but paid
with the credit card. Therefore, this individual awarded
hundreds of “W orders, but did not perform close out

activity once the supplies were delivered.

One of the key issues wth SPS is that its
inplementation is NOT a new automated system but a re-
engi neering of business processes. This research found
that everyone is perfectly content with the way things have
al ways been done and are tying to fit a round peg into that

archai ¢ square hol e.

It should be noted that this practice has been
elimnated in that the SSSC was converted from a Governnent
source of supply to a Contractor operation. I n August

2001, O fice Depot was awarded a contract to operate a
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Governnent supply store and permt all purchases to be nade

via the Governnent credit card.

The individual responsible for making all purchases
prior to this service being contracted out has been
realigned within the DCSLOG office and 1is performng

war ehousi ng functions sorely needed by the Conmmand.

Exam nation of the buys wthin this category
reveal ed that the ordering officer w thin DPW was
issuing witten orders against an existing 1D Q
Construction Contract. FAR allows credit card
use for construction up to $2,000.00. Departnent
of the Arny regulations require a DD Form 350,
Report of Individual Contracting Action, be
submtted for each construction action exceeding
$500. 00. The DA requirenent negates the ability
to utilize the credit card. A DD 350 is Ilinked
to a specifically identified contractual docunent
nunber. Research revealed that all these actions
exceeded the $500.00 threshold; therefore, no
savings are being realized in this area.

The remaining 16% were for GSA Schedul e buys or
purchase orders with vendors who do not accept
the credit card. As mandated by the Hanmre 20
July 1998 direction, GSA is currently in the
process of renewi ng their schedul es and
i ncorporating authorization for acceptance of the
credit card. [REF 35]

5. Metrics/ Reporting

The researcher unveiled potential under reporting of
this metric. Even though DA elimnated the requirenent for
reporting this netric, AMC and CECOM continue to collect
data on this reform initiative. The APC interviews
revealed they report the percentage of mcro-purchase
actions that utilize the card either as purchase or paynent
for anything under $2,500. 00.

The problemis that the DAABO8 area provides a report

the end of each nonth of all actions under $2500. 00. The
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APCs exclude al “W buys from the count as those nunbers
are reported on the bank’s quarterly run. Any other action
on the DAAB0O8 Ilisting (i.e., “C, “P, “F', “A) is
reported as a transaction, but not one using the credit
card. (See Appendix D for a conplete |isting of procurenent
instrunent identification nunbers.) Wen inforned that al
the BPA calls (20% of FYOO actions listed on the DAABOS8
monthly report as “A’) were paid by credit card, they
realized percentage of wusage of the <card was being
underreported and that instead of being at a 96% | evel of
usage of the card for mcro-purchases, the Center was
probably at 99% They discovered the need to actually take
the bank’s nmonthly run of all transactions and conpare it
to the DAABO8 Ii st.

Additionally, the researcher infornmed them of the 1998
OSD policy regarding paynents on existing contracts (i.e.,
indefinite delivery indefinite quantity contracts) and
asked if they were reviewi ng DAABO7 actions. They were not
consi dering any of the DAABO7 efforts.

Anot her very inportant performance netric for the
Acqui sition Center is closeouts. The researcher found that
the “W purchase orders made for the SSSC were being
included in the DAABO8 area closeout statistics. These
shoul d not count at all — they are erroneously entered into
the autonated system Credit card purchases do not count
as a contract action — they are counted as m cro-purchases
requiring no paperwork to include closeout. VWhen a
Requiring Activity makes a mcro-purchase, this credit card
activity appears on their automated bill in CARE. At the
end of the billing cycle, the cardholder verifies all
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activity on the bill by conparing entries in CARE agai nst
actual receipts for charges for the previous nonth. G ven
that there are no discrepancies, the cardholder then
certifies the bill and advises the Approving Oficial to do
the sane. This clears all activity from CARE and fromthe
automated open account of the cardholder and Approving
Oficial.

In an effort to discontinue <carrying these *“W
purchases counted towards closeout netrics, the Contracting
Oficers plan to have these itens closed and to preclude
any future "W actions under $2,500.00 being |oaded into
the Standard Procurenment System database. The Acquisition
Busi ness Process Sector establishes fiscal year closeout
goal s based on the nunbers of eligible contracts/purchase
orders/etc. This will preclude any over inflated estimates

and t hereby keep the goals for this group within reach

Using the «credit <card for paynment expedites the
cl oseout process. One of the nost significant problens
experienced by the Specialists/Purchasing Agents in the
DAABO8 area with closeouts is determ ning whether paynent
has been nmade by DFAS. The <card elimnates DFAS
interaction with vendors. An obligation does not occur
until DFAS cuts the check to pay the credit card bill at
the end of each billing cycle. Use of the purchase card is
considered an authorization even though the purchase card
bank has paid nonies to the vendor. Even so, once the
invoice is received, the cardholder provides the card
nunber to the vendor and within three days he has received

paynent . Once the statenent has been received noting the
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bank paynent, the Specialist/Agent can immediately close

t he contractual vehicle.

Anot her nmetric closely tracked each year is
unl i qui dated obligations. The Acquisition Center Director
has mandated zero |ost dollars. Wth the elimnation of
the revolving fund (“M) account, there is no |onger any
means for unspent dollars to be recycled in the finance
system This created the situation where expiring funds
must be deobligated and decommtted prior to their
expiration. All funds expire five years after the |ast
year available for obligation; i.e., operations and
mai nt enance dollars (one year funds) expire on 30 Septenber
of the sixth year after their year of obligation; research
and devel opnent dollars (two year funds) expire in seven
years. Use of the credit card quickly identifies within a
month after paynent whether vendors offered discounts or
the actual prices were |lower than quoted. Either of these
two instances results in unliquidated obligations. Once
the paynent appears on the statenent, the unliquidated
dollars <can be drawmn down by nodification to the
contractual vehicle, thereby elimnating the unliquidated

obligation and the vehicle can be cl osed.

Anot her netric inpacted by use of the credit card for
paynent is cycle tinme, which is obviously reduced by
elimnating the requirement for volum nous copies of
i nvoi ces and elimnation of DFAS as the paying office.

C. CARDHOLDER SURVEY ANALYSI S

This section analyzes and interprets the responses

received to the cardhol der surveys. As noted in Chapter

11, the cardholders were asked to respond to questions in
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three areas: training, card utilization in their offices

and overall assessnent of the CECOM credit card program

The research reveal ed that not everyone is confortable
with this extra responsibility. Research suggests that if
t he organi zati ons expanded the nunber of cardholders, this
responsibility and end of cycle bookkeeping process would
not be overly burdensonme for any one individual and, in

essence, could be shared by several enployees.

Additionally, this admnistrative once a nonth process
may well offset the costs of having to prepare requirenents
packages to send to the Acquisition Center.

1. Tr ai ni ng

This part of the survey sought information on the
types, duration and content of training, asked the
cardholder if the training prepared them for their new
duties, asked if follow-up training had been conducted and
sought their opinions as to whether the training could be
i mproved.

Every cardhol der received sone form of credit card
training in accordance with AFARS 13.9004. [REF 26] The
maj ority received eight (8) hours and seventy-six (76)
percent received at |east four (4) hours. The differences
in responses may be attributed to the initiation of the
program where cardholders were trained as a group in an
auditorium setting for an eight (8) hour  session.
Subsequent sessions are held one-on-one between the APCs
and the cardhol der. It is reasonable to expect that one-
on-one training mght not take as long as a mass group
setting. One-on-one training offers many nore advantages

to the cardholder than attending a mmss group training
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sessi on. Each cardholder is given personal attention and
has the opportunity to ask those questions they feel
necessary for them to confortably perform their duties as

car dhol ders.

The APCs trained the mpjority of cardholders. Thi s
| ocalization of training introduces cardholders to how the
CECOM program is inplenented. It does not provide for
| essons learned or any cross-fertilization wth program

i ssues/concerns that occur at other installations.

The content of the training certainly appears to be
adequat e. By the responses received, it was very obvious
that all wunderstood what they could and could not buy and
what their specific limts included. One nmjor concern
regarding the content involved the record keeping invol ved.
Revi ew of survey results indicates that the various offices
mai ntain different accounting practices for the financia
aspect and that cardholders want additional information
regarding record keeping. This researcher considers this
to be an individual nmatter, not one that should be
consolidated into a training program The aspect of
keeping accurate records is certainly an elenent to be
addressed in initial training and to be reinforced in
foll ow up training. The mechanics of how to set up those
records and the details involved wth the day-to-day
processing are not within the realm of a training program
desi gned to make cardhol ders awar e of their

responsibilities.

Respondents wutilizing the card for paynent only
expressed concern that the training program did not cover
their responsibilities. This researcher disagrees. The
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basic prem ses of the card, whether used for purchase or
paynment, remain the same. The rules and regul ations apply
in both instances. Payment for contractual actions in
excess of $2,500.00 was not envisioned at the initiation of
the credit card program it 1is an outgrowmh of DoD
directives in efforts to enhance the overall program

Followup training is not required by AFARS but would
certainly reduce any potential for fraudulent activity with
the card. Those responding that they had not received
followup training may very well think that this m ght nean
a formal class setting to qualify. The interviews with the
APCs noted they are constantly on the telephone guiding
cardholders and answering specific questions. Many
responders indicated that even though they had no foll ow- up
training, they knew the APCs were there and were willing to

help themif ever needed.

The responses received to follow up training reflect
very obviously different people, different expectations. A
copy of the witten SOP for the credit card program is
given to every individual trained. VWiile it does not
i nclude step-by-step instructions on how to conduct narket
research or negotiate, it certainly includes the duties and
responsibilities of each individual involved in the credit
card process. Once again, the accounting cycle is a
byproduct of the process, but the SOP does provide the
financial procedures for processing the purchase card
char ges. This financial managenent focus is not the
specific responsibility of the APCs. Again, follow-up
training would certainly tend to preclude abuses in the
system
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The fielding of the CARE system should by all neans
alleviate many of the concerns expressed in the surveys
regarding the perceived lack of training with the record
keepi ng aspect. The automated system provides an adequate
means of recording all purchases, certifying their validity
at nonth’s end and obtaining the Approving Oficial’s

certification.

Several organizations have developed on line credit
card training progranms, which the APCs could adapt for
their use as refresher training for all cardhol ders. In
addition, US Bank has devel oped an on line training program
for the CARE System Any cardholders having difficulty
with the record keeping aspects of the system should avai

t hensel ves of this service.

Overall, this researcher contends that the training
program at CECOM is rel evant and adequate to neet the needs
of all cardhol ders. This researcher does contend that
refresher training be conducted on a routine basis,
particularly in light of the abuses being noted by other
services. CECOM has had no major violations by cardhol ders
and this record in itself attests to the relevancy and
adequacy of the training program

2. Card Uilization in Your Ofice

This part of the survey requested inputs from
cardhol ders on actual card utilization within their various
Requiring Activities located at Fort Mnnouth to ascertain
whet her any uni que processes had been devel oped for dealing
with the credit card. This part also sought information on
the criteria used to determ ne whether an itemis purchased

with the card, how they effect those purchases wth
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prospective vendors and what they do as a matter of course
if the vendor does not accept the credit card. The | ast
several questions asked about the nunber of credit card
actions and the tinme the cardhol der spends each nonth in

bot h purchasi ng and adm ni strative tasks.

The survey results indicate that nost of fices
published their own witten procedures. Those who did not
utilize the instructions provided by the APC and felt no
further guidance was necessary. Even those who responded in
the earlier part of the survey about needing nore detailed
instructions answered yes to this question. That | eads
this researcher to the conclusion that the witten SOP
publ i shed by the APCs and/or procedures published by the
i ndi vi dual cardhol der offices are adequate.

Survey results indicate that vendors readily accept
t he card. Only one cardhol der encountered problens with a
vendor . That comment was from a cardhol der who used the
mechani sm strictly for paynment purposes and the individua
i ndicated that the vendor wants the card nunber up front.
This is nore than likely unfamliarity with the Governnent
system When using the card for paynent, delivery has to
be made prior to the card nunber being released. This is
opposite to practices when using the card as a purchase
vehi cl e. Overall, cardholders have no problems wth

vendors accepting the card.

If proposed vendors do not accept the card, the
cardhol ders indicated they search the marketplace for a
vendor who w Il accept the card. This is in conpliance
with Dr. Hanre’'s direction. After having used the card and
becom ng accustonmed to the potential savings in tinme and
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dollars, few cardholders prefer to process a requirenents
package to send to the Base Operations area for award of a

contractual vehicle.

Yet, the survey results revealed that a very |ow
percentage of cardholders stated they would prepare the
required witten determnation required by Dr. Hanre's
Cctober 2, 1998 nenorandum and submit the requirenent to
the Acquisition Center. The Base Operations area awarded
231 actions during Fiscal Year 2001 for less than
$2,500. 00. Each of these in theory required that necessary

witten determ nati on.

The researcher found this area to be very weak in
enforcement within the Conmand. The Hanre policy states
that the witten determ nation shall be signed by a General
Oficer, Flag Oficer or mnmenber of the Senior Executive
Service for any action under $2,500.00 where the card is
not used on a stand-alone basis or is used for paynent.
[ REF 36] Research revealed that nany activities are not
taking this policy seriously in that they get a
determination signed for one requirenent and submt
reproduced copies of that sane determ nation for needed

actions at a | ater date.

The Hanre policy does include a | oophole, one that, in
this researcher’s opinion, is erroneously being utilized to
the maxi mum at CECOM  The policy states that in an effort
to prevent mssion delays, if none of the three approval
designees exist within an activity, then the authority for
the determ nation may be delegated to the |evel of senior
| ocal commander or director. [REF 36] Activity D vision
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Chi ef s, not their Directors, have beconme the nornal

approval s of these determ nations.

In discussions with the Contracting Oficers of the
Base Operations area (where all actions under $2,500.00
woul d be awarded), the question regarding the |I|evel of
approval on these determ nations was asked. Even though
the credit card program is CECOMw de, the Contracting
Oficers interpret this policy very loosely and consider
each activity and its divisions to be stand-alone entities
wi thin CECOM The Contracting Oficers consider the
witten determnations to be an admnistrative interference
with awarding contracts and since no official policy from
the Acquisition Business Process Sector has been issued
regarding this requirenent, they consider one hundred
percent conpliance unnecessary. The witten determ nations
do exist in the files of those actions under $2,500.00. In
this researcher’s opinion, they are not in full conpliance
with the Hanre gui dance on approval |evels and nowhere in
the guidance did it state that reproduced copies would be
acceptable. Designating an approval level of this status
was Hanre’'s nethod to enphasize insistence on credit card

usage.

Furthernore, the Program Mnagers (PMs) and Program
Executive Oficers (PEGCs) are not organizational elenents
of CECOM The majority of them are organizationally |inked
directly to the Departnent of the Arny and report to the
Arnmy Acquisition Executive. The others are organizationa
conmponents of AMC. In each case, the PEGCs are physically
| ocated at Fort Mnnouth and all PMs should be required to
have the PEO signature on the witten determ nation.
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Not one cardhol der responded that they would wite an
acconmodat i on/ conveni ence check to the vendor who woul d not
accept the credit card. This vehicle for paynent was
identified by the Acting Under Secretary of Defense
(Conptroller) in his 5 August 1997 Purchase Card
Reengi neeri ng Menorandum [REF 33] This is another nethod
for purchasing supplies and services wunder the mcro-
purchase threshold yet very few activities wthin CECOM
have initiated action to obtain these <checks. This
researcher believes the lack of initiative to acquire these
checks stens from the fee and t he preparation
responsibility for the yearly 1099M The Requiring
Activities’ budgets are not Ilavish and, this researcher
believes in sonme cases, nay not account for all expenses
incurred during the year. For themto estinmate the anount
of fees attributable to check issuance and have these funds
in reserve in case a check is witten is unreasonable.
Therefore, the accommopdati on/ conveni ence check has faltered
at CECOM

This researcher contends that this area should be

scrutinized by the APCs. As stated earlier, they are
provided nonthly reports indicating the actions awarded in
the DAABO8 area that fall bel ow the mcro-purchase
t hr eshol d. Upon review of that nonthly report, this

researcher believes a mni-audit should be initiated to
ascertain why the credit cards were not wused on these

pur chases.

As this researcher would have expected, price was the
overwhelmng response to the criteria used to determ ne
what is purchased with the card. This researcher was
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di stayed when one-half of those responding indicated the
Approving O ficial does not approve the purchases because
that function is nmamintained at the Director or Deputy
| evel . Aside from being conpletely contrary to current
regulations and the CECOM SOP, these additional |I|evels
i npact the streamining intent of the credit card program

The credit card initiative intended for as few individuals
as possible to be involved in the process to allow quick
turnaround of all purchases. This |ayered approva

i npedi ment was further exenplified during the interview
with the Contracting Oficer within the Acquisition Center
when she detailed the six-step process, which normally took
fromthree to five days frominitiation to reach her desk.

The decision to use the card is not made by the Deputy,

Director, cardholder or supervisor, but by the Approving

Oficial. This interpretation of the SOP could nean that
i ndi vidual s consider the actual certification made by the
Approving Oficial at the close of each billing cycle to be
all that is required of this individual. Thi s researcher
di sagr ees. As an Approving Oficial, this individual
should be the single focus for all purchase approvals
before they are made, not at the end of the billing cycle

after all purchases have been incurred. This appears to be
an area where risk managenent is avoided with nultiple

| ayers tacked onto a sinplified purchase process.

Survey responses indicated that the actual tinme spent
on purchases each nonth range from three to forty-five
hours with cardholders effecting a range of two to one
hundred twenty actions a nonth. The researcher found no
correlation between the activity’s m ssion and the hours or

nunber of purchases each was expending except 1in one
137



activity. The two cardhol ders expending the nobst hours
each nonth (forty and forty-five)and purchasing the nost
itenms (forty-five and one hundred twenty) were from the
Intelligence and Information Warfare Directorate of the
Research and Devel opnent Command within CECOM  These high
nunbers in both tinme and actions |ead the researcher to
believe that the research and devel opnent community has the
hi gher percentage of opportunity to utilize their card than
the other activities on the installation or it could be
that the other activities are sinply not as aggressive as
this one in mximzing the benefits of this reform
initiative.

Further review of the surveys indicated that the
cardholders with the |arger nunber of actions were actually
in program offices wutilizing the «card for mission
requirenents and not nerely for supplies. Their nonthly
[imts were nuch higher than the rest of the cardhol ders

respondi ng.

Results indicate that an average of three hours over
and above the actual purchase tinme is expended with card
activities each nonth. This time spent is attributed to
inputting all purchases into the MAPS and CARE systens and
then reconciling the CARE system at nonth end.

Based on the surveys received and the responses
provided, this researcher concludes that wutilization by
cardholders within CECOM is a fair representation of all
activities to include PMs. Seven of those responding
utilize their cards strictly for office supplies from the
O fice Depot recently hired to replace the Governnent SSSC
Di scounting their responses as to the nunber of actions per
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mont h, the renaining responders indicated that their tota
actions per nonth were approximately four hundred and nine
(409). When this researcher considers a year’s actions,
this equates to four thousand nine hundred and eight
(4,908) actions that are not being forwarded to the
Acquisition Center’s Base Qperations area for contractual
activity. Gven these two variables, this researcher
concludes that card utilization is being maximzed wthin
CECOM That is not to say that nore could not be done.

3. Assessnent of the Credit Card Program

This part of +the survey sought each cardholder’s
opinion of the inpact of the credit card on their activity
and their processes with |Iow dollar valued purchases that
used to require the devel opnent of a requirenents package

to be sent to the Acquisition Center.

Survey results indicate that using the credit card
makes the entire small purchase system nmuch nore efficient
and less tine consum ng. Less paperwork is required and
the credit card program has enabled offices to right size
their organizations elimnating excess positions, if need
be, but definitely realigning work to resources nmade
avai l abl e by not having to prepare acquisition requirenents
packages to go to the Acquisition Center for a sinple
$500. 00 purchase. Delivery tinmes are quicker — the delivery
times are probably not quicker but it appears that way
because the lead-time frominitiation of the requirenent to
award of the contractual vehicle has been elimnated and
the results are nore obvious in that the Requiring
Activities are in control. This initiative has enpowered

the Requiring Activities to select their choices for
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products, conparative shop, if need be, and negotiate with

t he vendors/contractors for the itens they desire.

The researcher noted particular responses concerned
the issue of cardholders being required to enter data into
two autonmated systens, MAPS and CARE. CARE was fielded to
CECOM in July and August 2001. As a result, duplicative
automated systens exist and cardholders are required to
make data entries into both. This requirenent appears
r edundant . This researcher spoke wth several of the
Procurenent Clerks wthin the Acquisition Center who
possess purchase cards to verify the wvalidity of the
concern. Each confirmed that they nmust nake data entries
into both systens before making purchases. This researcher
can only hope that CECOM wi |l continue in the streamining
direction by elimnating the older system for credit card

users.

Responses to the dollar limts indicated a |ack of
understanding and reinforced the perception that additional
training is warranted. Ref erences were nmade to daily
limts hindering the process. This researcher verified
wth the APC that there is no such limt. A cardhol der nmay
purchase any nunber of itens in a day using caution not to
split purchases to avoid the single purchase limt. The
single purchase limt is Congressionally mandated and w ||
remain at $2,500.00 until they deem it feasible to raise
the m cro-purchase threshol d. As for nmonthly limt, this
is a limt that is controlled strictly by the Approving
Oficial, the APCs and the bank. This |limt can be raised
to whatever |imt 1is deened necessary to neet mssion
needs. One particular survey response “sent up the red
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flag” to this researcher in that the cardhol der indicated
that the purchase [imt was too low, but this individual
admtted that he was forced to break up sonme orders to use
the card. This is a definite disregard for the regul ations
and appears as though this individual, if the researcher is
interpreting his coment correctly, needs renedial training
i edi at el y.

Anot her process concern raised addressed the issue of
buying items such as Palm Pilots or simlar personal data
devices. These type itens are not included on the Arny or
the CECOM restricted |ists. At CECOM any information
t echnol ogy or Iike pur chase nmust be processed
t hr ough/ appr oved by t he Directorate for Cor por at e
| nf or mati on. This restriction is not associated wth the

credit card program but is a |local control policy.

In the two instances noted above, the lack of an
ability to share lessons |learned is inpacting the overall
adm ni strative aspects of the program The Acquisition
Center has devel oped a web-based know edge center, which
can be accessed by anyone possessing a |ogon and password.
It may well be worth the APCs’ tinme and efforts to include
a credit card lessons learned nodule within that web site
so that know edge and new ideas on the program can be
shar ed.

The survey results suggested that the prices charged
by Ofice Depot for office supplies are nuch higher than
what used to be paid for like itenms from the Governnent
Self Service Supply Center. At this time, cardholders are
mandated to purchase all office supplies from the
Governnent-contracted O fice Depot on the installation.
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The researcher recomends a cost benefit analysis be
acconplished to ascertain the validity of these assertions.
If found to be correct across the board, then provisions
shoul d be nade that the cardhol ders can go to other sources
for office supplies wusing the credit card. Al | owi ng
offices to buy supplies nore conpetitively would be a
definite advantage to time and cost savi ngs.

The nean rating for the CECOM credit card program was
7.39 indicating that the mjority of the cardholders
believe the program falls into the Good category. Reasons
for this include nore efficient buying practices, quicker
deliveries, availability of resources for other tasks, and
better prices obtained by the cardhol der.

Responses to the cardholder survey questions noted
nunmer ous advantages of the credit card program with a
relatively |ow percentage of cardhol ders responding that
they do not consider the credit card program to be of any
benefit to them or their organizations. Those reasons
appear to stem from their lack of understanding about the
program and could potentially be mtigated with additiona
training as to exactly what the program entails, the
establishnment of a neans of sharing information or mnor
process inprovenents within the activities. Based upon the
data collected, the credit card program from the
cardhol der’ s perspective appears to be effective.

D. APPROVI NG OFFI Cl AL SURVEY ANALYSI S

This section interprets and analyzes the responses

received to the Approving Oficial surveys. As noted in

Chapter 111, the Approving Oficials were asked to respond
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to questions in tw areas: training and assessnent of the
CECOM credit card program

1. Trai ni ng

This part of the survey sought information on the
types, duration and content of training, asked the
cardholder if the training prepared them for their new
duties, asked if follow-up training had been conducted and
sought their opinions as to whether the training could be
i npr oved.

The responses indicate that Approving Oficials are
receiving sone type of credit card training in accordance
with AFARS 13.9004. [ REF 26] Two Approving Oficials
i ndi cated they had received no training. During review of
their survey responses, it appears as though they have not
as yet received their credit cards. Both are Contracting
Oficers within the CECOM Acquisition Center and are
responsible for contractual requirenents generated by the
Logi stics and Readi ness Center (LRC). Some conplications
are being worked regarding the allocation and obligation
via the Government credit card of Arny Wrking Capital
Funds, the primary source of funding for LRC projects. It
is assuned that these Approving Oficials will be trained
by the APCs once these financial details have been
resol ved.

The APCs trained the majority of Approving Oficials.
This localization of training introduces them to how the
CECOM program is inplenmented but does not provide for
| essons learned or any cross-fertilization wth program
i ssues/concerns that occur at other installations. The

training program designed for the Approving Oficials
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hi ghlights the do’'s and don’ts associated with use of the
credit card, just as it does for the cardholders and the
end of nonth certification process.

According to the survey responses, those trained
recei ved anywhere fromone (1) hour to eighteen (18) hours.
The differences in responses may be attributed to the
initiation of the program when Approving Oficials were
trained as a group in an auditorium setting for a four (4)
hour session. Subsequent sessions are held one-on-one
between the APCs and the Approving Oficial. It is
reasonable to expect that one-on-one training mght not
take as long as a nmass group setting. Sonme responders
admtted that they could not renenber the exact |ength of
time due to how long it has been since they were initially

trai ned.

The content of the training certainly appears to be
adequat e. By the responses received, it was very obvious

that all understood their responsibilities.

Respondent s who are Appr ovi ng Oficials for
cardhol ders wutilizing the card for paynent only expressed
concern that the training program did not cover their
responsibilities. Even though this represents |ess than
one-half percent of the respondents, this researcher
di sagr ees. The basic prem ses of the card, whether used
for purchase or paynent, renmain the sane. The rules and
regulations apply in both instances. Per the CECOM SOP
the Approving Oficial’s responsibilities include review ng
each cardholder’s nonthly statement and verifying that all
transactions were made in the best interest of the
Governnment in accordance with FAR Part 13 and the CECOM
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SOP. [ REF 29] Review of these Approving Oficials’
specific responses indicated to this researcher that once
again the admnistrative issue of record keeping presents
sone concern and thoughts that the training program may be
| acking. As stated earlier in this chapter, record keeping
and the specifics is an individual preference as to the
amount of detail. No one individual should mandate how to

mai ntai n records, only that they should be maintained.

Overall, this researcher contends that the training
program at CECOM is relevant and adequate to neet the needs
of all Approving Oficials. This researcher does contend
that refresher training be conducted on a routine basis
particularly in light of the abuses being noted by other
services. CECOM has had no mgjor violations by cardhol ders
and this record in itself attests to the relevancy and
adequacy of the training program for the Approving
O ficials.

2. Assessnent of the Program

This part of the survey sought each Approving
Oficial’s opinion of the inpact of the credit card program
on their activity and their processes with |ow dollar
val ued purchases that used to require the devel opnent of a
requi rements package to be sent to the Acquisition Center
It specifically asked about the approval process for
purchases and how each ensured that the cardholder
pur chases wer e aut hori zed in accor dance Wi th t he

regul ati ons covering the program

The survey responses indicated that the Approving
Oficials are not expending an exorbitant anount of tine

each nmonth with their credit card responsibilities and that

145



the CECOM SOP defining their duties and responsibilities as
well as all other participants in the program is adequate
to neet their needs. A large percentage responded they
have not issued their own guidelines, it is assuned that
every Approving Oficial retained their copy of the CECOM
SOP and references this handbook if questions arise. It is
al so assuned that Directors of these organizations feel it
is not necessary to issue further guidance as the CECOM SOP
appears to be all enconpassing and offers very definitive

guidelines for the credit card program

The survey responses regarding prior approval of
purchases indicated that the Approving Oficials review
each purchase before it is acconplished, reserving the
right to reject any purchase not conplying with the rules

and regul ati ons governi ng use of the card.

Survey responses to Question 5 of this part created
some concern for this researcher. Several of the responses
such as, “I am an engi neer, not an accountant”, “unknown”,
“full trust in cardholders” and “cardhol ders trained, so |
rely on their judgnent”, along with the |ow percentage
responding “Yes” sends up the red flag for the potentia
need for refresher t raining for t hese Oficials.
Regardl ess of what your profession, the responsibility of
Approval O ficial carries certain managenent oversight
duties — a critical one to ensure that cardholders are

purchasi ng only authorized goods and/or services.

While these relaxed managenent traits nay serve the
supervisor well, the Approving Oficial within the credit
card program has a responsibility to ensure that al
regul ations, particularly with respect to required sources,
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are followed before any purchases are made. The CECOM SOP
specifically states that the Approving Oficial wll

approve all purchases prior to their being nmade.

The survey responses indicate that each activity has
i npl enented safeguards to prevent procurenent abuses wth
regard to use of the card. A |ow percentage of respondents
appear to be doing nore to preclude any mshaps with the
card by requiring multiple layers of approval before
purchases are actually acconplished. As stated by this
researcher before, the intent of this reforminitiative was
to elimnate layers of oversight and managenent and
simplify the acquisition of small purchases. Adding |evels

internally within the organi zation defeats the intent.

Responses to the survey questions indicate that a
relatively |ow percentage of Approving Oficials my have
become too relaxed in executing their rol es and
responsibilities. The nunbers are very few and any
potenti al problems appear to be isolated and could
potentially be mtigated with additional training or mnor
process i nprovenents. Based upon the data collected, the
Approving Oficials appear to be an efficient elenent of

the credit card program at Fort Mnnout h.

No major violations have occurred in the years since
the program was initiated. A review of the listing of
cardhol ders and Approving Oficials provided by the APCs to
the researcher indicates that no Approving Oficial has
nore than three cardhol ders under their purview This span
of cont rol of cardholder to Approving Oficial is
considered nmanageable wth one hundred forty Approving
Oficials for two hundred thirty seven cardhol ders.
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E. | NDUSTRY SURVEY ANALYSI S

This section interprets and analyzes the responses
received to the survey mailed to certain conpanies who had
ei ther been awarded a contract with the CECOM Acqui sition
Center’s Base Operations area within the past several years
or who had expressed interest in contracts with CECOM The
survey sought to gather information on industry’'s awareness
of the credit card program in particular the Fort Mpnnouth
program The survey questions asked these conpanies to
coment on the advantages or disadvantages of the
Governnment credit card and, as a final question, asked them

for any recommendations to the credit card program

Survey responses indicated an unawareness of the
credit card program This would inply that the Contract
Speci al i sts/ Purchasing Agents within the DAABO8 area have
not effectively pronoted this reform initiative. Thi s
researcher believes that every vendor with whom they cone
in contact should be queried as to their acceptance of the
card.

The responses cited high fees charged by the bank as
the reason for not accepting the card. During di scussions
and interviews with nmenbers of the Acquisition Center, this
aspect of the card was surfaced. This aspect is a double-
edged sword in that smaller firnmse with lots of activity
experience nore frequent dollars disappearing to what they
consider exorbitant fees and the larger firms with one or
two | arge contracts experience one huge anount going to the
bank for the fees. This aspect is definitely a challenge
for t he Contr act Speci al i st s/ Pur chasi ng Agent s and

Requiring Activity cardhol ders. Merchants accepting the
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card are classified as preferred custoners for Governnment
busi ness. Convincing a small business of the advantages of
qui ck pay is easy, convincing themthe fees charged by the
bank will be offset by the tine value of noney may not be

as rewardi ng whether they are preferred or not.

Survey responses indicated that the nature of work
made it inpractical to possess the card. One such conpany
provided sports officials for the Wst Point Preparatory
School (Prep School) seasonal ganmes. Wile the credit card
may not be appropriate for this vendor, the acconmopdation
checks issued against the Prep School’s cardholder’s credit
card would be the ideal paynent nechanism for these “on

call, as needed” services.

The survey responses indicated that industry is
becom ng nore and nore aware of the need to accept the
credit card, particularly if they are a relatively snal
firm wanting to break into Governnent business. Wth the
Requiring Activities holding credit cards, it is critical,
in this researcher’s opinion, that industry, regardless of
fees and any other inpedinents, nmeet the Activities’ buying

power .

A very high percentage of survey respondents noted
qui ck pay, elimnation of paperwork and elimnation of any
i nvol venment with DFAS as key advantages. Wile fixing DFAS
paynment problens is outside the scope of this effort, the
credit card certainly appears to be an answer to elimnate
frustrations and concerns of industry as well as Governnent

Wi th respect to paynents.

Di stinct disadvantages noted in the survey responses
i ncluded the bank fees, the low limts and certain internal
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process adopted by activities with regard to waiting
periods until paynment. The fees and limts are outside the
control of CECOM with no expectation of any relief in
ei ther area. I ndustries should shop around to obtain the
best rates on their credit cards, just as they would for
their personal credit cards. By doing so they would
mnimze their loss of profit margins. The response
regarding the activity requesting invoices and hol ding the
credit card nunber for thirty days before calling with the
credit card nunber appears to be a practice of a DFAS
office, not of a Governnment purchaser. |[If this practice is
being inplenented in offices, it should be stopped as it

defeats the advantage of quick paynent to the vendor.

Responses to survey questions indicate that a
relatively | ow percentage of industries conducting business
wth CECOM are aware of the credit card program but those
that are aware of the program have definite concerns wth
the lower thresholds and the high fees inposed on their
conpani es by the banks issuing credit cards. The issue of
awareness is strictly a function of the contracting
comunity within CECOM who should be advancing this reform
initiative at every opportunity by selecting and awarding
actions to those firms who wll accept the card for
paynment. Any Requiring Activities not enforcing the use of
the card for all actions under $2,500.00 should be directed
to do so with requirenents packages received at the CECOMV
Acqui sition Center being returned to them
F. SUMVARY

This chapter analyzed the data presented in previous
chapters. The first section analyzed certain issues in the
credit card rules and regulations. The second part
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anal yzed dat a obt ai ned during i ntervi ews, i nf or mal
di scussions and database reviews wthin the Acquisition
Cent er. The next three sections analyzed and interpreted
data from the surveys received from cardhol ders, Approving
Oficials and industry.

Chapt er V. owll pr esent concl usi ons and make
recomendations to the Director, CECOM Acquisition Center.
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V.  CONCLUSI ONS/ RECOMVENDATI ONS

The objective of this research effort was to explore
the use of the Governnent credit card program at the
Conmruni cations El ectronics Command (CECOV), Fort Monnouth,
New Jersey. An overview of the program recounting the
history of the program and how the Governnent, the
Departnent of Defense, the Arny and CECOM initiated
i npl enentation of the program was presented. Next, data
results regarding the various aspects of the CECOM program
were provided. A discussion and analysis of all data
col l ected fol | owned. Fi nal |y, this chapt er provi des
conclusions and recomendati ons based on the data results
and anal ysis presented earlier.

A CONCLUSI ONS

Concl usion 1. Wile there are varying degrees of

effectiveness, the results of this research indicate that
the use of the Governnent credit card program at Fort
Monnmout h has been successful even though it was very slow
with its initiation. The programis economcally smart as
it sinplifies the buying of goods and services designated
at the mcro-purchase threshol d, reducing paperwork and the
adm nistrative costs of both Requiring Activities and the
Acqui sition Center. Cardhol ders utilizing the card as a
purchase vehicle realize reduced lead times while still
conplying with established rules and regul ati ons governing
t he program The majority of them find the program to be
relatively easy and indicated their preference to card use
over the former traditional process  of sending an
acquisition requirenents package to the Base Operations
ar ea. The Acquisition Center experienced a significant
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reduction in workload, which helped them cope wth the
reductions in personnel in the Base Operations area.
Cardhol ders utilizing the card as a paynent vehicle also
realize benefits, but of a different variety. Even though
they are still generating contractual instrunents, they may
now pay for goods and services with the card, reducing the
interface wth Defense Finance and Accounting Service
(DFAS) and attendant problenms previously encountered with
vendor invoice subm ssions and other paperwork, reducing
cycle time and the elimnation of unliquidated obligations

enabl i ng qui cker cl oseouts of awarded contracts.

Concl usi on 2. The CECOM Acquisition Center has not

maxi m zed use of the credit card as a paynent vehicle. This

research effort noted that the Base Operations area within
the Center is aggressively pursuing nethods of utilizing
the «credit card while the DAABO7 area has fallen
significantly behind in adopting this reform initiative.
This researcher feels this to be primarily attributable to
the fact that distinction has been made in the card at
CECOM and the Activity Program Coordinators (APCs) nonitor
only that portion of the program that deals with the card
as a purchase vehicle. Secondly, uncertainty with the card
could certainly be the issue as to why the others within
the Acquisition Center have chosen not to initiate paynent

activity on existing contracts by using the card.

Conclusion 3. The credit card program has contri buted

to a varying degree of admnistrative tasks for both
Requiring Activities and the Base Qperations area. The
advent of the <credit card elimnated preparation of
requi renents packages for Requi ri ng Activities and
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elimnated preparation of contractual vehicles for the Base
Operations area. Even wth these elimnations, the
program in and of itself, included the responsibility of
tracking each purchase and having some form of record
keeping allowing for reconciliation at nonth end. Thi s
could be a tedious, tine consumng task for sone. Up to
the point of the fielding of the Custoner Automation and
Reporting Environnment (CARE) system this record Kkeeping
was a manual process with nonthly reconciliation being

acconpl i shed manually as wel|.

This researcher concludes that the CARE system w ||
elimnate many of the concerns expressed by cardhol ders
with regards to record keeping. As the users becone nore
famliar with the system they should be able to devel op
wor karounds to any potential problens they are having and
make the system work for them Over and above the CARE
system CECOM mandated use of the Mterial Acquisition
Processi ng System (MAPS). Even though use of MAPS was
instituted at the outset of the credit card program as one
means of tracking the purchase of accountable property,
this researcher concludes that CARE could be a replacenent
system for it for all actions under $2,500.00. Thi s
researcher found no evidence to support the need for two
i ndividual, non-integrated systens that support the sane
function — tracking of all actions wutilizing the credit
card. FAR exenpted all itens under $2,500.00 from property
accountability and, since the purpose of MAPS is to track
all non-expendable property, the regulations no |onger

support the need for MAPS for m cro-purchases.
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Concl usi on 4. There is a lack of i nformati on

regarding the program being dissemnated to Requiring
Activities and the Acquisition Center on ways to inprove
the program and credit card usage. It appears as though
the general consensus is “W have nmet the goal mandated

W are done.” Usage of the card as a paynent vehicle is
not being exploited by the APCs. They nonitor card usage
at the mcro-purchase | evel only.

Concl usi on 5. Adequat e managenent controls are in

place to prevent msuse and/or abuse of the credit card
While sone activities inpose tighter restrictions and
increased l|evels of approvals than others, no ngjor
vi ol ati ons have occurred at CECOM The span of control is
adequate with Approving Oficials responsible for as few as

one car dhol der and no nore than three.

Concl usi on 6. Comrercial vendors readily accept the

Governnment credit card. This is evidenced by the fewer
nunber of contractual actions under $2,500.00 awarded by
the Base Operations area. Even wth the concerns about the
processing fees registered by some comercial firms
responding to the survey, the fees are not inpacting the
Requiring Activities ability to find vendors who accept the
card. The researcher concluded that those expressing
concerns with the fees mght be smaller firnms doing very
little business with anyone, |et alone the Governnent, to
warrant additional business expenses. In fact, several
vendors responded to surveys indicating that using the card
was the only way they could stay in business for the
adm nistrative costs dealing with DFAS would severely
impact their profit margins. | mproved relationships with
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the local community are developed as a result of the
Requiring Activities owning the process of selecting their
own providers of goods and services.
B. RECOMMENDATI ONS

Reconmendat i on 1. Currently, t here are no

requirenments for any type of followup, refresher training
for participants in the program Most cardhol ders and
Approving Oficials responded that they received initial
training when the program was initiated in 1991 yet have
not had subsequent training. A mandatory foll ow up training
program should be developed for all cardholders and
Approving Oficials and be conducted every two to three
years dependi ng on the nunber of changes and updates to the
program As noted throughout this research effort,
training should also focus on use of the card as a paynent
vehicle since this area appears to be the next step for
CECOM

Recommendati on 2. Since warranted Contracting

Oficers are the only individuals authorized to utilize the
card at Ilevels above $2,500.00, the CECOM Acquisition
Center should spearhead an effort to increase usage of the
credit card as a paynent vehicle. The prine candi dates for
the card’s use at this level outside the Base Operations
area are the OVWBUS contracts. These are service
contracts, primarily | ndefinite-Delivery, I ndefinite-
Quantity vehicles for which it mght be an easy undert aki ng
to convert paynents from DFAS to the Contract Specialist.

Recommendation 3. The CECOM Acquisition Center should

designate a “chanpion” for the credit card program When

the program was initiated in 1996, the Chief, Conputer
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System Base Support Branch (the Base Qperations area), at
that time an Army Major, was the Appointing Oficial and
the primary proponent for the program In QOctober 2000,
responsibility for the program was realigned to the Chief,
Acqui sition Process Change G oup. As the CECOM program

currently stands, it is primarily one for Requiring
Activities. No concentration of expanding use of the
program within the Acquisition Center has occurred. As

previously stated, once CECOM net the AMC goal for usage,

al | enphasis stopped. This office could develop a nodul e
within the web-based Know edge Center to share |essons
learned wth all Requiring Activities and Purchasing
Agent s/ Contract Specialists within the Acquisition Center.

As with the Departnent of Defense (DoD) Purchase Card
Program Managenent O fice’s website, a part of this nodul e
could include Frequently Asked Questions, where questions
asked by cardholders or Approving Oficials could be

answered and readily available for others to view

Recommendati on 4. Re-exanmine the need for card

purchases to be entered into MAPS. The CARE system was
fielded at CECOM in August 2001. Al'l  cardhol ders and
Approving Oficials should be nmandated to use this system
in hopes of elimnating the need for MAPS and the
duplication of data input into the two systens.

C. ANSVERS TO RESEARCH QUESTI ONS

Primary Research Questi on. What is the U S. Arny
Comuni cations Electronics Commuand’'s (CECOV) experience
with the SmartPay Program (fornerly known as the
I nternati onal Merchant Purchase Authorization Card [I| MPAC]
Program) and how might this information be used to inprove
program efficiency, effectiveness and utilization rates?
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Al t hough CECOM was very cautious with initiation of
the program in 1991, the SmartPay Program at this Command
has continued to grow each year and cardhol ders have al nost
doubl ed since 1998. As the experiences of existing
cardhol ders are shared with those who are not, the benefits
and ease of card use cannot be bypassed for the sake of
traditional sinplified purchase nethods. As reported by
t he APCs, CECOM surpassed the Arny Materiel Command’ s (AMO)
utilization goal for mcro-purchases acconplished by credit
card of 91% in the third quarter of FY97 and maintained a
97% rate through FY99 when reporting to Headquarters
ceased. The program continues to beconme even nore
efficient and effective as evidenced by the fielding of the
CARE system in August 2001. Maxi mum efficiency and
ef fectiveness have been attained at the m cro-purchase
| evel . The Ilessons learned at that Ilevel should be
transposed to the paynent utilization of the card for even
nore efficiencies and effectiveness to be realized in all
contracting activity at CECOM

Subsi di ary Research Question 1. \What pronpted the
Departnment of Defense (DoD) to inplenment the credit card

program and what objectives does DoD hope to achieve with
this acquisition reforminitiative?

Chapter |1 provided an overview of the Governnent
Credit Card Program detailing how it started and how DoD
pronoted its use. The objectives of the program were to
alleviate paperwork required by the technical comunity,
enpower those organi zations to purchase small dollar val ued
itenms under this own cognizance and permt the Purchasing
Agent s/ Contract Specialists within DoD contracting offices

to dedicate their efforts on the nore inportant, |arger
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dol I ar valued acquisitions. |Inplenentation of the SmartPay
Program has achi eved the stated DoD objecti ves.

Subsi diary Research Question 2. \Wat are the various
DoD and U S. Arny policies, regulations and processes with

respect to the SmartPay Program and how does CECOM nmanage
their credit card progranf

Chapt er Il outlined all Gover nirent regul ati ons
pertaining to the Program CECOM manages their program
strictly fromthe purchase card perspective as presented in
Chapters Ill and IV. The APCs track usage of the card only
for mcro-purchases. The training program addresses use of
the card for actions under $2,500.00. The CARE program
mandates use for all actions at the mcro-purchase |evel
and provides no nmechanism for record keeping for paynents
made by the credit card. The card is used as a paynent
vehicle in one single area of the CECOM Acquisition Center
and the supervisor of that group nanages that function of
t he program

Subsi diary Research Question 3. Wiat are the current
chal |l enges and issues associated with SmartPay usage and
partici pation?

Chapter 11 provided several challenges and issues
associated with the program  These included m suse of the
credit card, span of control of Approving Oficial to
cardhol der, sharing of |essons |earned regarding the
program card fees charged by the banks for industry and
the limted mcro-purchase threshold. As the program
becomes nore popular, nanagenent oversight to control
m suse/abuse is the primary challenge facing Approving
O ficials.
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Subsi diary Research Question 4. What is CECOM s and
associated industry participants’ experience wth the
credit card progranf

Chapter 111 presented the results of the cardholder,
Approving Oficial and industry surveys. Overall, all
three groups noted |ess paperwork. The cardhol ders and

Approving Oficials have experienced quicker deliveries and
nore freedom to select their own suppliers and negotiate
| ower  prices. I ndustry participants appreciate the
opportunities to gain new cust omer s, buil d new

rel ationshi ps and receive paynents qui cker.

Subsidiary Research Question 5. How do CECOM and
associated industry participants assess attainment of

respective goals under CECOM s credit card progranf

Chapter 111 presented the results of the cardholder,
Approving Oficial and industry surveys. The Requiring
Activities locating vendors who accept the Governnent
credit card to fulfill their mssion needs for itens priced
less than $2,500.00 is the neasure of success for them
For the Base Qperations area, attainment of program goals
is achieved when no packages are received for mcro-
purchase actions. While the nunmber of actions under
$2,500. 00 has decreased significantly, they have not been
el i m nat ed. As for the industry participants, it is not
readily known from this research as to whether they were
aware of goals for the CECOM credit card program They are
sinply aware that a new set of purchasers are now placing
orders with them by nmaking purchases online, over the
counter and by tel ephone.
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Subsi diary Research Question 6. What changes are
needed to I nprove Smar t Pay Program efficiency,
effectiveness and utilization rates at CECOW

As di scussed earlier, t here are severa
reconmendations for inprovenent to the existing program
While it is clearly understood that these nmay take sone
time to inplement and there are external elenents to
consider, actions nust be taken immediately. Only then,
will CECOM inprove upon the good it has al ready

acconpl i shed.
D. AREAS FOR FURTHER RESEARCH

Conduct a cost benefit analysis to ascertain if
the costs of office supplies provided by the
exi sting Government contract with Ofice Depot
are much higher as expressed by cardhol ders when
conpared to like itens sold on the open market in
the local area. If itens are found to be cheaper
el sewhere, discontinue the nandate that all
office supplies be purchased from the existing
contractor.

Exam ne the costs and benefits of raising the
current single purchase linmt from $2,500.00 to
$5, 000. 00 or even $10, 000. 00.

Develop a link between the CARE system and the
budget offices within the respective activities
of CECOM Find sone way for budget certifiers to
have access to nonthly reconciliation records,
thereby elimnating a nanual process that
currently exists.
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APPENDI X A. CARDHOLDER/ USER SURVEY

TRAI NI NG

1. How many hours of credit card training did you receive
prior to becomng a cardholder? _ hour s

2. What type of training did you receive? Video __ , Loca
training by Installation Personnel _ , Formal training

(i.e, GSA, ALMC, etc.) , O her

3. What was the content of the training you received?
(pl ease check all that may apply)

a. ___ Background of the Governnment Credit Card
Progr am
b. ___ FAR/DFARS Regul ati ons governi ng use of the

credit card

Saf eguarding the credit card

Unaut hori zed use of the credit card

Your liability as a credit card hol der
What to do if your card is |ost or stolen
Record keeping and retention requirenents

«Q 0O Q0

4. Did the training you receive adequately prepare you for
the duties of cardhol der?
Yes No Pl ease expl ai n:

5. Have you received foll owup training?
Yes No

6. Do you feel the training can be inproved? Yes
No . Please explain:

CARD UTI LI ZATION I N YOUR OFFI CE

1. Has your office published witten procedures that nust
be foll owed when making a credit card purchase? Yes
No__

2 Do the vendors that you deal with readily accept the

credit card? Yes _ No
I f no, please explain:
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3. If the selected vendor will not accept the credit card,
do you:

a. search for another vendor

b. prepare the required exception
wai ver and submt the

requi rement to the buying office

c. cancel the requirenent

d. have another plan of action.
(Pl ease explain.)

4. What criteria are used to determ ne what itens get
purchased using a credit card (i.e., dollar anmount, type of
item urgency of need) and who nmakes the decision to use
the credit card?

5. During a normal nonth, how much total tinme do you spend
maki ng m cropurchases with the credit card? This includes
time spent on the tel ephone or face-to-face with vendors
maki ng the actual purchases.

| ess than 5 hours/nonth

bet ween 5-10 hours/ nonth

10- 20 hours/npnth

over 20 hours/nonth; how nuch:

oo op

6. Gven the tinme noted in 9 above, how many actions (on an
average) does this tine entail?

7. Oher than nmaking the actual purchases, how nuch tine
do you spend during a normal nonth on other rel ated
activities involving the card, such as statenent
reconciliation, error corrections, problens/disputes, etc?

ASSESSMENT OF THE CECOM CREDI T CARD PROGRAM

1. Do you consider the current CECOM Acquisition
Center credit card instructions (handbook) to be adequate
and that they fit your needs? Yes No

Pl ease expl ai n:
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2. |Is your purchasing limt of $2500.00 per transaction:
(a) too high _ ; (b) toolow ; (c) just right
_______ Pl ease expl ai n:

3. Do you believe the credit card program has i nproved
____or hindered ___ the small purchase process within
CECOW? Pl ease expl ai n:

4. Have you experienced problens using the credit card?

_____ None; Sales tax charged; vendor
acceptance; either individual or nonthly limt too
I ow; O her:

5. Are there any programrestrictions (i.e., don’t buy
list, your purchase |[imt) that you feel hinder the
effective use of the credit card within your office?

Pl ease explain fully.

6. Do you feel that the credit card program saves your
office tinme and noney? Please explain fully.

7. Are there ways to inprove the credit card program at
CECOM? Yes  No Pl ease explain fully.

8. Rate the CECOM credit card programon a scale of 1 to 10

Excel | ent good aver age poor
10-9 8-6 5-3 2-1
Scor e:

ADDI TI ONAL COVMVENTS:
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APPENDI X B.  APPROVI NG OFFI CI AL SURVEY

TRAI NI NG
1. How many hours of training did you receive prior to
bei ng appointed an Approving Oficial?____ hours

2. What type of training did you receive? Video |

Local training by Installation Personnel _ , Fornal
training (i.e, GSA ALMC etc.) , O her
3. What was the content of the training you received?

(pl ease check all that may apply)

a. ___ Background of the Governnment Credit Card
Progr am
b. ___ FAR/DFARS Regul ati ons governi ng use of the

credit card

c. Saf eguarding the credit card

d. Unaut hori zed use of the credit card

e. __  Your liability as a credit card hol der

f. What to do if your card is |ost or stolen

g. ___  Record keeping and retention requirenents
4. Do you feel the training was adequate to prepare you
for the duties of Approving Oficial? Yes No
I f no, where do you feel inprovenments are
needed?

ASSESSMENT OF THE PROGRAM

1. How many hours per nonth do you spend on credit card
activities? Pl ease explain those activities:

2. Are the current credit card guidelines issued by the
Acqui sition Center adequate? Yes No

3. Has your organization issued witten guidelines

regarding inplenmentation of the credit card? Yes _

4. Do you require approval prior to purchases being nmade?



| f yes, please explain what you do:

5. How do you ensure cardhol der purchases are authorized
and in accordance with the Federal Acquisition Regulation
and the CECOM SOP?

a. Reconci |l i ng cardhol der statenent wi th your

mont h y statenent.

b. Verifying purchase requests in cardhol der

files with appropri ate document register

C. ot her:
6. Do you feel the credit card programis saving your
activity tine and noney?
Yes No Pl ease expl ai n.
7. Do you believe your activity has inplenmented
saf eguards to prevent procurenent abuses with regard to use
of the credit card? Yes No

I f yes, what safeguards and controls are used by your
activity?

I f no, what controls would you recomrend?

In the event a followup is felt necessary, would you all ow
a tel ephonic interview?

Yes No . |If yes, please provide your phone
nunber :
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APPENDI X C. | NDUSTRY SURVEY

1. Has your conpany accepted the Governnent credit card
either (1) for purchase of itens and/or (2) as a
paynment nmechani sm under an exi sting contractual
vehicle with an office of the Departnent of Defense?
Yes No

I f no, why not? (please explain)

2. If yes, were any of those purchases or paynents the
result of activity with organi zations wthin the CECOM
Fort Monmouth community? Yes No

3. If yes to either 1 or 2 above, what factors were

rel evant in your conpany’s decision to accept the
Governnent credit card?

4. What advantages did you find with this acquisition
reforminitiative?

5. Did you find any di sadvantages with this reform
initiative?

6. Do you have any recomendations for inprovenent to the
DoD Credit Card Progrant?

PLEASE PROVI DE ANY ADDI TI ONAL COMMENTS ON THE REVERSE
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APPENDI X D. DFARS 204. 7003, BASIC PI 1 NUVBER

Position 9 of the Procurenment Instrunent ldentification
Nunber: Indicate the type of instrument by entering one of
the follow ng upper case letters in position nine-

(i) Blanket purchase agreenents A
(i1) Invitations for bids B
(i1i1) Contracts of all types except C

indefinite delivery contracts,
facilities contracts, sales
contracts, and contracts pl aced

with or through other Governnent
departnments or agencies or agai nst
contracts placed by such departnents
or agenci es outside the DoD

(iv) Indefinite delivery contracts D
(v) Facilities contracts E
(vi) Contracting actions placed wth F

or through other Governnent
departnents or agenci es or

agai nst contracts placed by such
departnents or agenci es outside

t he DoD (including actions with the
National Industries for the Blind
(NIB), the National Industries for
the Severely Handi capped (N SH),
and the Federal Prison Industries

(UNI COR))
(vii) Basic ordering agreenents G
(viii) Agreenents, including basic H

agreenments and | oan agreenents,
but excl udi ng bl anket purchase
agreenents, basic ordering
agreenents, and | eases

(ix) Do not use
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(x) Reserved
(xi) Short formresearch contract
(xii) Lease agreenent
(xiii) Purchase orders—anua
(assi gn Wwhen nunberi ng
capacity of Mis exhausted
during the fiscal year)
(xiv) Notice of intent to purchase
(xv) Do not use
(xvi) Purchase order—aut omat ed
(assign V when nunbering
capacity of P is exhausted
during a fiscal year)
(xvii) Request for quotation—anua
(xviii) Request for proposa
(xix) Sales contract
(xx) Request for quotation—aut omat ed
(assign U when nunbering capacity
of T is exhausted during a fiscal year)
(xxi) See T
(xxii) See P
(xxiii) See M
(xxiv) Reserved for departnental use

(xxv) | mprest Fund

(xxvi) Reserved for departnental use
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